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To  establish  a  uniform  minimum  package  and  claim  procedures  for  health  benefits, 
provide  tax  incentives  for  health  insurance  purchases,  encourage  malpractice 
reform,  improve  health  care  in  rural  areas,  establish  state  uninsurable  pools, 
and  for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

Septembee  13  (legislative  day,  Septembee  10),  1990 

Mr.  Cohen  introduced  the  following  bill;  which  was  read  twice  and  referred  to 

the  Committee  on  Finance 


A  BILL 

To  establish  a  uniform  minimum  package  and  claim  procedures 
for  health  benefits,  provide  tax  incentives  for  health  insur- 
ance purchases,  encourage  malpractice  reform,  improve 
health  care  in  rural  areas,  establish  state  uninsurable  pools, 
and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Comprehensive  Health 

5  Care  Act  of  1990". 

6  (b)  Table  of  Contents. — The  table  of  contents  is  as 

7  follows: 
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Section  1.  Short  title. 

TITLE  I— MEDICARE  REIMBURSEMENT  FOR  RURAL  HOSPITALS 

Sec.  101.  Elimination  of  separate  average  standardized  amounts  for  hospitals  in  dif- 
ferent areas. 

TITLE  n— JOINT  USE  OF  HIGH  TECHNOLOGY  EQUIPMENT  AND 
SERVICES  BY  HOSPITALS 

Sec.  201.  Waiver  of  antitrust  laws. 
Sec.  202.  Grants. 

TITLE  m— HEALTH  CARE  CLAIMS  PROCEDURES  AND  MINIMUM 

BENEFITS 

Sec.  301.  Development  of  ■  provisions  to  provide  uniform,  low  cost  and  quality 

health  insurance  policies. 
Sec.  302.  Preemption  of  State  mandated  benefits. 

TITLE  IV— TAX  INCENTIVES 

Sec.  401.  Increase  in  deductible  health  insurance  costs  for  self-employed  individ- 
uals. 

Sec.  402.  Credit  for  health  insurance  expenses. 

Sec.  403.  Disease  prevention  and  health  promotion  programs  treated  as  medical 
care. 

TITLE  V— MALPRACTICE  REFORM 

Sec.  501.  Treatment  practice  guidelines. 
Sec.  502.  Prelitigation  screening  panel  grants. 

TITLE  VI— PHYSICIAN  ISSUES 

Subtitle  A — Tax  Incentives  for  Rural  Practice 
Sec.  601.  Short  title. 

Sec.  602.  Refundable  credit  for  certain  primary  health  services  providers. 
Sec.  603.  Studies. 

Sec.  604.  National  Health  Service  Corps  loan  repayments  excluded  from  gross 
income. 

Subtitle  B — Student  Loan  Deferment 

Sec.  611.  Short  title. 

Sec.  612.  Resident  physician  deferments. 

TITLE  VII— LONG-TERM  CARE  INSURANCE 

Sec.  701.  Qualified  long-term  care  insurance  defined  and  treated  as  accident  and 
health  insurance. 

Sec.  702.  Qualified  long-term  care  insurance  treated  as  accident  and  health  insur- 
ance for  purposes  of  exclusion  for  benefits  received  under  such  in- 
surance and  for  employer  contributions  for  such  insurance. 

Sec.  703.  Deduction  of  expenses  relating  to  qualified  long-term  care. 

Sec.  704.  Cafeteria  plans. 

Sec.  705.  Exclusion  from  gross  income  for  amounts  withdrawn  from  individual  re- 
tirement plans  for  qualified  long-term  care  insurance  premiums. 
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Sec.  706.  Tax  treatment  of  accelerated  death  benefits  under  life  insurance  con- 
tracts. 

Sec.  707.  Tax  treatment  of  companies  issuing  qualified  terminal  illness  or  dread 
disease  riders. 

TITLE  VIII— STATE  UNINSURABLE  POOLS 

Sec.  801.  State  uninsurable  pools. 

TITLE  LX— MEDICAID  COVERAGE  DEMONSTRATION  PROJECTS 

Sec.  901.  Demonstration  projects  to  study  the  effect  of  allowing  States  to  extend 


medicaid  coverage  to  certain  low-income  families  not  otherwise 
qualified  to  receive  medicaid  benefits. 

1  TITLE  I— MEDICARE  REIMBURSE- 

2  MENT  FOR  RURAL  HOSPITALS 

3  SEC.  101.  ELIMINATION  OF  SEPARATE  AVERAGE  STANDARD- 

4  IZED  AMOUNTS  FOR  HOSPITALS  IN  DIFFERENT 

5  AREAS. 

6  Section  1886  of  the  Social  Security  Act  (42  U.S.C. 

7  1395ww)  is  amended  by  adding  at  the  end  the  following  new 

8  subsection: 

9  "(])(1)  As  used  in  this  subsection: 

10  "(A)  The  term  'Commission'  means  the  Prospec- 

11  tive    Payment    Assessment    Commission  estabhshed 

12  under  subsection  (e). 

13  "(B)  The  term  'subsection  (d)  hospital'  has  the 

14  meaning  given  the  term  in  subsection  (d)(1)(B). 

15  "(2)(A)  On  or  before  September  1,  1991,  the  Sec- 

16  retary  and  the  Commission  shall  each  submit  to  the 

17  Congress  a  report  recommending  a  methodology  that 

18  provides  for  the  elimination  of  the  system  described  in 

19  subsection  (d)(2)(D)  for  determining  separate  average 
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1  standardized  amounts  for  subsection  (d)  hospitals  locat- 

2  ed  in  large  urban,  other  urban,  or  rural  areas.  The 

3  methodologies  set  forth  in  such  reports  shall  provide 

4  for  the  complete  elimination  of  the  average  standard- 

5  ized  amounts  applicable  to  large  urban,  other  urban,  or 

6  rural  area  hospitals  for  discharges  occurring  on  or  after 

7  January  1,  1992,  Such  methodologies  may  provide  for 

8  such  changes  to  any  of  the  adjustments,  reductions, 

9  and  special  payments  otherwise  authorized  or  required 
10  by  this  section  as  the  Secretary  or  the  Commission  de- 
ll termines  to  be  necessary  and  appropriate  to  carry  out 

12  this  subsection.  In  no  case  may  the  Secretary  or  the 

13  Commission  recommend  or  provide  for  a  methodology 

14  that  will  result  in  total  payments  under  part  A  of  this 

15  title  to  hospitals  at  a  level  less  than  such  hospitals 

16  were  receiving  on  October  1,  1991. 

17  "(3)  On  or  before  October  1,  1991,  the  Secretary 

18  shall  promulgate  interim  final  regulations  to  implement 

19  the  recommendations  of  the  Secretary  under  paragraph 

20  (2).  The  regulations  shall  include  any  recommended 

21  changes  in  the  adjustments,  reductions,  and  special 

22  payments  otherwise  authorized  or  required  by  this  sec- 

23  tion. 

24  "(4)  If  the  Congress  does  not  enact  legislation 

25  after  the  date  of  the  enactment  of  this  subsection  and 
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1  before  December  1,  1991,  with  respect  to  the  average 

2  standardized  amounts  applicable  to  large  urban,  other 

3  urban,  or  rural  area  hospitals,  then,  notwithstanding 

4  any  other  provision  of  this  section,  the  average  stand- 

5  ardized  amounts  for  such  hospitals  for  discharges  oc- 

6  curring  on  or  after  January  1,  1992,  shall  be  deter- 

7  mined  in  accordance  with  the  interim  final  regulations 

8  promulgated  under  paragraph  (3). 

9  ''(5)  On  or  before  July  1,  1992,  the  Secretary  and 

10  the  Commission  shall  each  submit  to  the  Congress  a 

11  report  specifying  the  manner  in  which  the  average 

12  standardized  amounts  that  were  determined  under  the 

13  regulations  and  that  became  effective  in  accordance 

14  with  paragraph  (4)  should  be  adjusted  appropriately  to 

15  reflect  differences  in  the  operating  costs  of  providing 

16  inpatient  hospital  services  (as  defined  in  subsection 

17  (a)(4))  for  different  categories  of  subsection  (d)  hospi- 

18  tals.". 

19  TITLE   II— JOINT   USE   OF  HIGH 

20  TECHNOLOGY  EQUIPMENT  AND 

21  SERVICES  BY  HOSPITALS 

22  SEC.  201.  WAIVER  OF  ANTITRUST  LAWS. 

23  (a)  In  General. — Notwithstanding  any  provision  of 

24  the  antitrust  laws,  it  shall  not  be  considered  a  violation  of  the 

25  antitrust  laws  for  hospitals  to  jointly  undertake,  in  the  provi- 


•S  3042  IS 


6 

1  sion  of  care,  the  purchasing,  contracting  for,  or  sharing  of 

2  high  technology  equipment  and  services. 

3  (b)  Antitrust  Laws  Defined. — For  purposes  of  this 

4  section,  the  term  "antitrust  laws"  means — 

5  (1)  the  Act  entitled  ''An  Act  to  protect  trade  and 

6  commerce  against  unlawful  restraints  and  monopolies", 

7  approved  July  2,   1890,  commonly  known  as  the 

8  "Sherman  Act"  (26  Stat.  209;  chapter  647;  15  U.S.C. 

9  1  et  seq.); 

10  (2)  the  Federal  Trade  Commission  Act,  approved 

11  September  26,  1914  (38  Stat.  717;  chapter  311;  15 

12  U.S.C.  41  et  seq.); 

13  (3)  the  Act  entitled  "An  Act  to  supplement  exist- 

14  ing  laws  against  unlawful  restraints  and  monopolies, 

15  and  for  other  purposes",  approved  October  15,  1914, 

16  commonly  known  as  the  "Clayton  Act"  (38  Stat.  730; 

17  chapter  323;  15  U.S.C.  12  et  seq.;  18  U.S.C.  402, 

18  660,  3285,  3691;  29  U.S.C.  52,  53);  and 

19  (4)  any  State  antitrust  laws  that  would  prohibit 

20  the  activities  described  in  subsection  (a). 

21  SEC.  202.  GRANTS. 

22  The  Pubhc  Health  Service  Act  is  amended  by  inserting 

23  after  section  643A  (42  U.S.C.  291m-l)  the  following  new 

24  section: 
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1  "SEC.  644.  HIGH  TECHNOLOGY  EQUIPMENT  AND  SERVICES. 

2  "(a)  Establishment. — The  Secretary  shall  estabHsh 

3  and  carry  out  demonstration  projects  to  assist  hospitals  in 

4  acquiring  and  sharing  high  technology  equipment  and  serv- 

5  ices.  In  carrying  out  the  demonstration  projects,  the  Secre- 

6  tary  shall  make  grants  to  States  for  the  purpose  of  paying  the 

7  Federal  share  of  the  costs  of  assisting  hospitals  to  jointly  pur- 

8  chase,  contract  for,  or  share  high  technology  equipment  and 

9  services  in  order  to  eliminate  unnecessary  duplication  of  the 

10  equipment  and  services. 

11  "(b)  AwAED  OF  Geants. — The  Secretary  shall  allocate 

12  grants  under  this  section  in  accordance  with  criteria  pre- 

13  scribed  by  the  Secretary. 

14  "(c)  DuEATiON  OF  Geants. — Grants  made  under  this 

15  section  may  be  made  for  periods  not  to  exceed  3  years. 

16  "(d)  Application. — To  be  eligible  to  receive  a  grant 

17  under  this  section,  a  State,  acting  through  the  appropriate 

18  State  health  authority,  shall  submit  an  application  at  such 

19  time,  in  such  manner,  and  containing  such  agreements,  assur- 

20  ances,  and  information  as  the  Secretary  determines  necessary 

21  to  carry  out  this  section.  At  a  minimum,  the  appHcation  shall 

22  include — 

23  "(1)  a  State  plan  that  describes  the  manner  in 

24  which  the  State  health  authority  will  assist  hospitals  in 

25  undertaking  the  joint  activities  described  in  subsection 

26  (a); 
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1  "(2)  a  description  of  the  criteria  and  procedures 

2  the  State  health  authority  will  use  to  select  hospitals 

3  to  be  assisted  under  this  section;  and 

4  "(3)  an  assurance  that  the  State  will  provide  50 

5  percent  of  the  cost  of  the  demonstration  project  from 

6  non-Federal  funds. 

7  "(e)  Fedeeal  Shaee. — The  Federal  share  of  the  cost 

8  of  carrying  out  any  State  plan  under  this  section  shall  be  50 

9  percent. 

10  "(f)  AuTHOEiZATiON  OF  AppEOPEiATiONS. — There 


11  are  authorized  to  be  appropriated  to  carry  out  this  section 

12  such  sums  as  may  be  necessary  for  each  of  the  1991  through 

13  1994  fiscal  years.". 

14  TITLE  III— HEALTH  CARE  CLAIMS 

15  PROCEDURES    AND  MINIMUM 

16  BENEFITS 

17  SEC.  301.  DEVELOPMENT  OF  PROVISIONS  TO  PROVIDE  UNI- 

18  FORM,  LOW  COST  AND  QUALITY  HEALTH  IN- 

19  SURANCE  POLICIES. 

20  (a)  In  Geneeal. — (1)  The  Secretary  of  Health  and 

21  Human  Services  (hereinafter  referred  to  as  the  "Secretary"), 

22  shall  request  the  National  Association  of  Insurance  Commis- 

23  sioners  (hereinafter  referred  to  as  the  "Association")  in  con- 

24  sultation  with  representatives  of  consumer  groups,  govern- 

25  ment  agencies,  public  and  private  insurers,  health  care  pro- 
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1  viders,  business,  labor,  and  such  other  groups  as  the  Secre- 

2  tary  deems  appropriate,  to  develop  a  model  set  of  regulations 

3  and  laws  to  provide  a  uniform,  low-cost,  minimum  insurance 

4  benefit  package  to  include  hospital,  physician,  primary  care, 

5  preventive  care  and  other  selected  services  for  purchase  by 

6  individuals,  businesses  and  governmental  entities. 

7  (2)  The  Secretary  shall  also  request  the  Association 

8  working  in  consultation  with  the  groups  described  in  para- 

9  graph  (1)  to  develop  a  plan  for  standardizing  public  and  pri- 

10  vate  insurance  forms,  which  provides  for  a  simplification  of 

11  terminology  and  claims  procedures  in  order  to  facilitate  a 

12  comparison  between  various  policies  and  to  enhance  access  to 

13  quality  policies.  The  Association  shall  also  provide  for  a  peri- 

14  odic  examination  and  modification  of  provisions  with  respect 

15  to  any  model  developed  under  this  section.  The  Association 

16  shall  submit  a  copy  of  such  model  regulations  and  laws  to  the 

17  Committees  on  Ways  and  Means  and  Energy  and  Commerce 

18  of  the  House  of  Representatives  and  the  Committee  on  Fi- 

19  nance  of  the  Senate,  not  later  than  12  months  after  the  date 

20  of  enactment  of  this  subsection. 

21  (b)  Default  Provision. — If  within  12  months  after 

22  the  date  of  enactment  of  this  section,  the  Association  does 

23  not  develop  a  model  set  of  regulations  and  laws  with  respect 

24  to  the  uniform,  low  cost,  minimum  insurance  benefit  package 

25  described  in  subsection  (a),  the  Secretary  shall  within  12 
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1  months  after  such  date  develop  such  a  model  as  provided  in 

2  subsection  (a)  and  submit  a  report  to  Congress  as  provided 

3  under  such  subsection. 

4  SEC.  302.  PREEMPTION  OF  STATE  MANDATED  BENEFITS. 

5  Section  514(b)(2)  of  the  Employee  Retirement  Income 

6  Security  Act  of  1974  (29  U.S.C.  1144(b)(2))  is  amended— 

7  (1)  in  subparagraph  (A),  by  striking  "subpara- 

8  graph  (B)"  and  inserting  "subparagraphs  (B)  and  (C)"; 

9  and 

10  (2)  by  adding  at  the  end  the  following  new  sub- 

1 1  paragraph: 

12  "(C)  Nothing  in  subparagraph  (A)  shall  be  construed  to 

13  exempt  from  subsection  (a)  any  provision  of  the  law  of  any 

14  State  to  the  extent  that  the  provision  mandates  or  provides 

15  any  requirement  relating  to  the  type  or  level  of  benefits  that 

16  are  to  be  provided  under  contracts  or  policies  of  health  insur- 

17  ance  issued  to  or  under  a  plan  that  constitutes  an  employee 

18  welfare  benefit  plan  (as  defined  in  section  3(1)).". 

19  TITLE  IV— TAX  INCENTIVES 

20  SEC.  401.  INCREASE  IN  DEDUCTIBLE  HEALTH  INSURANCE 

21  COSTS  FOR  SELF-EMPLOYED  INDIVIDUALS. 

22  (a)  In  Geneeal. — Paragraph  (1)  of  section  162(1)  of 

23  the  Internal  Kevenue  Code  of  1986  (relating  to  special  rules 

24  for  health  insurance  costs  of  self-employed  individuals)  is 
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1  amended  by  striking  "25  percent"  and  inserting  "100 

2  percent". 

3  (b)  Permanent  Deduction. — Section  162(1)  of  such 

4  Code  is  amended  by  striking  paragraph  (6). 

5  (c)  Effective  Date. — The  amendments  made  by  this 

6  section  shall  apply  to  taxable  years  beginning  after  Decem- 

7  ber  31,  1990. 

8  SEC.  402.  CREDIT  FOR  HEALTH  INSURANCE  EXPENSES. 

9  (a)  In  General. — Subpart  C  of  part  IV  of  subchapter 

10  A  of  chapter  1  of  the  Internal  Eevenue  Code  of  1986  (relat- 

11  ing  to  refundable  personal  credits)  is  amended  by  inserting 

12  after  section  34  the  following  new  section: 

13  "SEC.  34A.  HEALTH  INSURANCE  EXPENSES. 


14  "(a)  Allowance  of  Credit. — 

15  "(1)  In  general. — In  the  case  of  an  eligible  in- 

16  dividual,  there  shall  be  allowed  as  a  credit  against  the 

17  tax  imposed  by  this  subtitle  for  the  taxable  year  an 

18  amount  equal  to  the  applicable  percentage  of  the  quali- 

19  fied  health  insurance  expenses  paid  by  such  individual 

20  during  the  taxable  year. 

21  "(2)  Applicable  percentage. — For  purposes 

22  of  paragraph  (1),  the  term  'appHcable  percentage' 

23  means  60  percent  reduced  (but  not  below  zero)  by  10 

24  percentage  points  for  each  $1,000  (or  fraction  thereof) 
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1  by  which  the  taxpayer's  adjusted  gross  income  for  the 

2  taxable  year  exceeds  the  appHcable  dollar  amount. 

3  "(3)  Applicable  dollae  amount. — For  pur- 

4  poses  of  this  subsection,  the  term  'applicable  dollar 

5  amount'  means — 

6  "(A)  in  the  case  of  a  taxpayer  filing  a  joint 

7  return,  $28,000, 

8  "(B)  in  the  case  of  any  other  taxpayer  (other 

9  than  a  married  individual  filing  a  separate  return), 

10  $18,000,  and 

11  "(C)  in  the  case  of  a  married  individual  filing 

12  a  separate  return,  zero. 

13  For  purposes  of  this  subsection,  the  rule  of  section 

14  219(g)(4)  shall  apply. 

15  "(b)  Qualified  Health  Insueance  Expenses. — 

16  For  purposes  of  this  section — 

17  "(1)  In  geneeal. — The  term  'qualified  health  in- 

18  surance  expenses'  means  amounts  paid  during  the  tax- 

19  able  year  for  insurance  which  constitutes  medical  care 

20  (vdthin  the  meaning  of  section  213(d)(1)(C)).  For  pur- 

21  poses  of  the  preceding  sentence,  the  rules  of  section 

22  213(d)(6)  shall  apply. 

23  "(2)  Dollae  limit  on  qualified  health  in- 

24  sueance  expenses. — The  amount  of  the  qualified 

25  health  insurance  expenses  paid  during  any  taxable  year 
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1  which  may  be  taken  into  account  under  subsection 

2  (a)(1)  shall  not  exceed  $1,200  ($2,400  in  the  case  of  a 

3  taxpayer  filing  a  joint  return). 

4  "(3)  Election  not  to  take  ceedit. — A  tax- 

5  payer  may  elect  for  any  taxable  year  to  have  amounts 

6  described  in  paragraph  (1)  not  treated  as  qualified 

7  health  insurance  expenses. 

8  ''(c)  Eligible  Individual. — For  purposes  of  this  sec- 


9  tion,  the  term  'eligible  individual'  means,  with  respect  to  any 

10  period,  an  individual  who  is  not  covered  during  such  period 

11  by  a  health  plan  maintained  by  an  employer  of  such  individ- 

12  ual  or  such  individual's  spouse. 


13  "(d)  Special  Rules. — For  purposes  of  this  section — 

14  "(1)   COOEDINATION  WITH  ADVANCE  PAYMENT 

15  AND  MINIMUM  TAX. — Rules  similar  to  the  rules  of 

16  subsections  (g)  and  (h)  of  section  32  shall  apply  to  any 

17  credit  to  which  this  section  applies. 

18  "(2)  Medicaee-eligible  individuals. — No  ex- 

19  pense  shall  be  treated  as  a  qualified  health  insurance 

20  expense  if  it  is  an  amount  paid  for  insurance  for  an  in- 

21  dividual  for  any  period  with  respect  to  which  such  indi- 

22  vidual  is  entitled  (or,  on  application  without  the  pay- 

23  ment  of  an  additional  premium,  would  be  entitled  to) 

24  benefits  under  part  A  of  title  XVIII  of  the  Social 

25  Security  Act. 
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1  "(3)  Subsidized  expenses. — No  expense  shall 

2  be  treated  as  a  qualified  health  insurance  expense  to 

3  the  extent — 

4  "(A)  such  expense  is  paid,  reimbursed,  or 

5  subsidized  (whether  by  being  disregarded  for  pur- 

6  poses  of  another  program  or  otherwise)  by  the 

7  Federal  Government,  a  State  or  local  govern- 

8  ment,  or  any  agency  or  instrumentality  thereof, 

9  and 

10  "(B)  the  payment,  reimbursement,  or  subsidy 

11  of  such  expense  is  not  includible  in  the  gross 

12  income  of  the  recipient. 

13  "(e)  Regulations. — The  Secretary  shall  prescribe 

14  such  regulations  as  may  be  necessary  to  carry  out  the  pur- 

15  poses  of  this  section.". 

16  (b)  Advance  Payment  of  Ceedit. — 

17  (1)  In  geneeal. — Chapter  25  of  the  Internal 

18  Revenue  Code  of  1986  is  amended  by  inserting  after 

19  section  3507  the  following  new  section: 

20  "SEC.  3507A.  advance  PAYMENT  OF  HEALTH  INSURANCE 

21  EXPENSES  CREDIT. 

22  "(a)  Geneeal  Rule. — Except  as  otherwise  provided 

23  in  this  section,  every  employer  making  pajnnent  of  wages 

24  with  respect  to  whom  a  health  insurance  expenses  eligibility 

25  certificate  is  in  effect  shall,  at  the  time  of  paying  such  wages. 


•S  3042  IS 


15 

1  make  an  additional  payment  equal  to  such  employee's  de- 

2  pendent  care  advance  amount. 

3  "(b)  Health  Insurance  Expenses  Eligibility 

4  Ceetificate. — For  purposes  of  this  title,  a  health  insurance 

5  expenses  eligibility  certificate  is  a  statement  furnished  by  an 

6  employee  to  the  employer  which — 

7  "(1)  certifies  that  the  employee  will  be  eligible  to 

8  receive  the  credit  provided  by  section  34A  for  the  tax- 

9  able  year, 

10  "(2)  certifies  that  the  employee  does  not  have  a 

11  health  insurance  expenses  eligibility  certificate  in  effect 

12  for  the  calendar  year  with  respect  to  the  payment  of 

13  wages  by  another  employer, 

14  "(3)  states  whether  or  not  the  employee's  spouse 

15  has  a  health  insurance  expenses  eligibility  certificate  in 

16  effect, 

17  "(4)  estimates  the  amount  of  qualified  health  in- 

18  surance  expenses  (as  defined  in  section  34A(b))  for  the 

19  calendar  year. 

20  For  purposes  of  this  section,  a  certificate  shall  be  treated  as 

21  being  in  effect  with  respect  to  a  spouse  if  such  a  certificate 

22  will  be  in  effect  on  the  first  status  determination  date  follow- 

23  ing  the  date  on  which  the  employee  furnishes  the  statement 

24  in  question. 
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1  "(c)    Health    Insueance    Expenses  Advance 

2  Amount. — 


3  "(1)  In  geneeal. — For  purposes  of  this  title,  the 

4  term   'health   insurance   expenses   advance  amount' 

5  means,  with  respect  to  any  payroll  period,  the  amount 

6  determined — 

7  "(A)  on  the  basis  of  the  employee's  wages 

8  from  the  employer  for  such  period, 

9  "(B)  on  the  basis  of  the  employee's  estimated 

10  qualified  health  insurance  expenses  included  in  the 

11  health  insurance  expenses  eligibility  certificate, 

12  and 

13  "(C)  in  accordance  with  tables  provided  by 

14  the  Secretary. 

15  "(2)  Advance  amount  tables. — The  tables  re- 

16  f erred  to  in  paragraph  (1)(D)  shall  be  similar  in  form  to 

17  the  tables  prescribed  under  section  3402  and,  to  the 

18  maximum  extent  feasible,  shall  be  coordinated  with 

19  such  tables  and  the  tables  prescribed  under  section 

20  3507(c). 

21  "(d)  Othee  Rules. — For  purposes  of  this  section. 


22  rules  similar  to  the  rules  of  subsections  (d)  and  (e)  of  section 

23  3507  shall  apply. 
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1  "(e)  Regulations. — The  Secretary  shall  prescribe 

2  such  regulations  as  may  be  necessary  to  carry  out  the  pur- 

3  poses  of  this  section.". 

4  (2)  CONFOEMiNG  AMENDMENT. — The  table  of 

5  sections  for  chapter  25  of  such  Code  is  amended  by 

6  adding  after  the  item  relating  to  section  3507  the  fol- 

7  lowing  new  item: 

"Sec.   3507A.   Advance  payment  of  health  insurance  expenses 
credit.". 

8  (c)  cooedination  with  deductions  foe  health 

9  Insueance  Expenses. — 

10  (1)     Self-employed     individuals. — Section 

11  162(1)  of  the  Internal  Revenue  Code  of  1986,  as 

12  amended  by  section  401,  is  further  amended  by  adding 

13  after  paragraph  (5)  the  following  new  paragraph: 

14  "(6)  COOEDINATION  WITH  HEALTH  INSUEANCE 

15  PEEMIUM  CEEDiT. — Paragraph  (1)  shall  not  apply  to 

16  any  amount  taken  into  account  in  computing  the 

17  amount  of  the  credit  allowed  under  section  34A.". 

18  (2)  Medical,  dental,  etc.,  expenses. — Sub- 

19  section  (e)  of  section  213  of  such  Code  is  amended  by 

20  inserting  "or  section  34A"  after  "section  21". 

21  (d)  Cleeical  Amendment. — The  table  of  sections  for 

22  subpart  A  of  part  IV  of  subchapter  A  of  chapter  1  of  the 

23  Internal  Revenue  Code  of  1986  is  amended  by  inserting  after 

24  the  item  relating  to  section  34  the  following  new  item: 
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"Sec.  34A.  Health  insurance  expenses.". 

1  (e)  Effective  Date. — The  amendments  made  by  this 

2  section  shall  apply  to  taxable  years  beginning  after  December 

3  31,  1990. 

4  SEC.  403.  DISEASE  PREVENTION  AND  HEALTH  PROMOTION 

5  PROGRAMS  TREATED  AS  MEDICAL  CARE. 

6  (a)  In  Geneeal. — For  purposes  of  section  213(d)(1)  of 

7  the  Internal  Revenue  Code  of  1986  (defining  medical  care), 

8  expenditures  for  disease  prevention  and  health  promotion 

9  programs  shall  be  considered  amounts  paid  for  medical  care. 

10  (b)  Effective  Date. — Subsection  (a)  shall  apply  to 

11  amounts  paid  in  taxable  years  beginning  after  December 

12  31,  1990. 

13  TITLE  V— MALPRACTICE  REFORM 

14  SEC.  501.  TREATMENT  PRACTICE  GUIDELINES. 

15  (a)  Establishment. — Title  IX  of  the  PubHc  Health 

16  Service  Act  (42  U.S.C.  901)  is  amended  by  adding  at  the  end 

17  the  following  new  part: 

18  PART  D— MALPRACTICE  REFORM 

19  "SEC.  931.  TREATMENT  PRACTICE  GUIDELINES. 

20  "(a)  Establishment. — 

21  "(1)  In  GENERAL. — The  Assistant  Secretary  for 

22  Health  (referred  to  in  this  part  as  the  'Assistant  Secre- 

23  tary'),  acting  through  the  Agency  for  Health  Care 

24  Pohcy  and  Research  and  in  consultation  with  the  Na- 

25  tional  Advisory  Council  on  Treatment  Practice  Guide- 
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1  lines,  established  under  subsection  (f),  shall  establish 

2  treatment  practice  guidelines  for  health  care  services 

3  provided  to  patients,  taking  into  account  available  pa- 

4  tient  outcome  research  and  other  available  information. 

5  "(2)  Subjects. — In  carrying  out  paragraph  (1), 

6  the  Assistant  Secretary  shall  establish  guidelines  that 

7  specify    appropriate,    inappropriate,    and  permissive 

8  methods  of  evaluation  and  treatment.  The  Assistant 

9  Secretary  shall  give  priority  to  establishment  of  guide- 

10  lines  for — 

11  ''(A)  common  procedures; 

12  ''(B)  medical  problems  for  which  physicians 

13  use  a  wide  variety  of  treatment  practices;  and 

14  "(C)  procedures  involving  high  risk  and  low 

15  probability  of  improvement. 

16  "(3)  Considerations. — In  estabHshing  practice 

17  guidelines,  the  Assistant  Secretary  shall  consider — 

18  "(A)  the  setting  of  the  evaluation  and  treat- 

19  ment  provided  to  patients,  including  whether  the 

20  evaluation  and  treatment  are  provided  in  an  urban 

21  or  rural  setting; 

22  ''(B)  the  need  to  improve  the  quahty  of  care; 

23  and 

24  "(C)  the  need  to  reduce  the  practice  of  de- 

25  fensive  medicine. 
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1  "(b)  Application  of  Guidelines  as  Legal  Stand- 

2  AED. — 

3  "(1)  In  general. — Except  as  provided  in  para- 

4  graph  (2)  and  notwithstanding  any  other  provision  of 

5  law,  guidelines  established  under  subsection  (a)  may 

6  not  be  introduced  in  evidence  or  used  in  any  action 

7  brought  in  a  Federal  or  State  court  arising  from  the 

8  provision  of  a  health  care  service  to  an  individual. 

9  "(2)   Peovision   of   health   care  undee 

10  guidelines. — Notwithstanding  any  other  prevision  of 

11  law,  in  any  action  brought  in  a  Federal  or  State  court 

12  arising  from  the  provision  of  a  health  care  service  to 

13  an  individual,  if  the  service  was  provided  to  the  indi- 

14  vidual  in  accordance  with  guidelines  established  under 

15  subsection  (a),  the  guidelines — 

16  ''(A)  may  be  introduced  by  a  provider  who  is 

17  a  party  to  the  action;  and 

18  **(B)  if  introduced,  shall  establish  a  rebutta- 

19  ble  presumption  that  the  service  prescribed  by  the 

20  guidelines  is  the  appropriate  standard  of  medical 

21  care. 

22  "(c)  Review  and  Modification. — 

23  "(1)  Peeiodic  eeview. — The  Assistant  Secre- 

24  tary  shall  review  each  of  the  guidelines  established 

25  under  this  section  at  least  once  in  each  2-year  period. 
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1  "(2)  Review  foe  establishment  of  guide- 

2  LINE. — If  the  head  of  a  Federal  agency  or  a  private 

3  organization  requests  the  Assistant  Secretary  to  estab- 

4  lish  treatment  practice  guideHnes  for  an  area  of  health 

5  care  services  for  which  the  guidelines  have  not  been 

6  estabhshed,  the  Assistant  Secretary  shall — 

7  "(A)  conduct  a  review  to  determine  if  the  es- 

8  tablishment  of  the  guidelines  is  appropriate;  and 

9  "(B)  if  the  Assistant  Secretary  determines 

10  that  the  establishment  of  the  guidelines  is  appro- 

11  priate,  establish  the  guidelines. 

12  ''(3)  Review  foe  modification  of  guide- 

13  line. — If  the  head  of  a  Federal  agency  or  a  private 

14  organization  requests  the  Assistant  Secretary  to  review 

15  existing  treatment  practice  guidelines,  the  Assistant 

16  Secretary  shall — 

17  "(A)  conduct  a  review  of  the  guidelines;  and 

18  '*(B)  if  the  Assistant  Secretary  determines 

19  that  modification  of  the  guidelines  is  appropriate, 

20  modify  the  guidelines. 

21  "(d)  CONSIDEEATIONS. — In  carrying  out  this  section, 


22  the  Assistant  Secretary  shall  solicit  and  consider  standards 

23  and  views  submitted  by  the  heads  of  Federal  agencies,  physi- 

24  cians,  and  physician  organizations. 
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1  "(e)  Availability. — The  Assistant  Secretary  shall 

2  make  guidelines  established  under  this  subsection  available  to 

3  the  public. 

4  "(f)  National  Advisoey  Council  on  Teeatment 

5  Peactice  Guidelines. — 

6  "(1)  Establishment. — There  is  estabUshed  the 

7  National  Advisory   Council   on   Treatment  Practice 

8  Guidelines  (referred  to  in  this  subsection  as  the  'Coun- 

9  cil'). 

10  '  "(2)  Duties.— 

11  "(A)  Study. — The  Council  shall  study  and 

12  investigate  variations  in  physician  treatment  prac- 

13  tices,  in  order  to  determine  the  relationship  be- 

14  tween  different  treatment  patterns  and  patient 

15  outcomes.  In  particular,  the  Council  shall  study 

16  the  overutilization,  underutilization,  appropriate- 

17  ness,  and  effectiveness  of  physician  treatment 

18  practices,  and  the  quality  of  care  provided  by  the 

19  practices. 

20  "(B)  Repoet. — Not  later  than  2  years  after 

21  the  date  of  enactment  of  this  part,  the  Council 

22  shall  make  a  report  to  the  Secretary  and  to  the 

23  appropriate  committees  of  Congress  containing 

24  the  findings  of  the  study  described  in  subpara- 

25  graph  (A). 
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1  "(C)    Recommendations. — The  Council 

2  shall  make  recommendations  and  provide  advice 

3  to  the  Assistant  Secretary  with  respect  to  the  es- 

4  tablishment  of  treatment  practice  guidelines  under 

5  subsection  (c)  and  the  conduct  of  related  areas  of 

6  research,  including  recommendations  and  advice 

7  based  on  the  study  described  in  paragraph  (A). 

8  "(3)  Composition. — The  Council  shall  be  com- 

9  posed  of  12  voting  members  appointed  by  the  Assistant 

10  Secretary  and  the  following  ex  officio  members: 

11  "(A)  The  Director  of  the  National  Institutes 

12  of  Health. 

13  "(B)  The  Chief  Medical  Director  of  the  Vet- 

14  erans  Administration. 

15  "(C)  The  Assistant  Secretary  for  Health  and 

16  Environment  of  the  Department  of  Defense. 

17  "(D)  The  Director  the  Centers  for  Disease  i 

18  Control. 

19  "(E)  The  Administrator  of  the  Health  Care 

20  Financing  Administration. 

21  "(F)  Such  other  Federal  officials  as  the  As- 

22  sistant  Secretary  may  specify. 

23  "(4)  Appointed  members;  qualifications. — 
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1  "(A)    Individual    eepeesentation. — Of 

2  the  members  appointed  to  the  Comicil,  the  Assist- 

3  ant  Secretary  shall  appoint — 

4  **(i)  six  individuals  distinguished  in  the 

5  fields  of  medicine,  engineering,  and  science 

6  (including  social  science); 

7  "(ii)  four  individuals  distinguished  in  the 

8  fields  of  law,  ethics,  economics,  management, 

9  and  insurance;  and 

10  "(iii)  two  individuals  to  represent  the  in- 

11  terests  of  consumers  of  health  care  services. 

12  "(B)  Collective  eepeesentation. — The 

13  Assistant  Secretary  shall  ensure  that  members  of 

14  the  Council,  as  a  group,  are  representative  of  pro- 

15  fessions  and  entities  concerned  with,  or  affected 

16  by,  the  treatment  practice  guidelines  estabHshed 

17  under  subsection  (a). 

18  "(5)  Teem.— 

19  "(A)  Vacancies. — The  Assistant  Secretary 

20  shall  fill  any  vacancy  in  the  membership  of  the 

21  Council  in  the  same  manner  as  the  original  ap- 

22  pointment.  The  vacancy  shall  not  affect  the  power 

23  of  the  remaining  members  to  execute  the  duties  of 

24  the  Council. 
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1  "(B)     Initial     term. — Each  appointed 

2  member  of  the  Council  shall  be  appointed  for  a 

3  term  of  3  years,  except  that — 

4  "(i)  any  member  appointed  to  fill  a  va- 

5  cancy  shall  be  appointed  for  the  remainder  of 

6  the  term  of  the  predecessor  of  the  member; 

7  and 

8  "(ii)  of  the  members  first  appointed  after 

9  the  date  of  the  enactment  of  this  subsection, 

10  four  shall  be  appointed  for  a  term  of  3  years, 

11  four  shall  be  appointed  for  a  term  of  2  years, 

12  and  four  shall  be  appointed  for  a  term  of  1 

13  year,  as  designated  by  the  Assistant  Secre- 

14  tary  at  the  time  of  appointment. 

15  "(C)  Additional  teem. — Appointed  mem- 

16  hers  may  be  appointed  for  additional  terms  and 

17  may  serve  after  the  expiration  of  the  terms  until 

18  successors  have  taken  office. 

19  "(6)  Meetings. — The  Council  shall  meet  at  the 

20  call  of  the  Chairman,  but  not  less  often  than  three 

21  times  a  year. 

22  "(7)  Chairman. — The  Council  shall  annually 

23  elect  one  of  its  appointed  members  to  serve  as  Chair- 

24  man  until  the  next  election. 


S  3042  IS  4 


26 

1  "(8)  Executive   seceetary. — The  Assistant 

2  Secretary  shall  designate  a  member  of  the  staff  of  the 

3  National  Center  for  Health  Services  Research  and 

4  Health  Care  Technology  Assessment  to  act  as  Execu- 

5  tive  Secretary  of  the  Council. 

6  "(9)  Detail  of  federal  employees. — On  the 

7  request  of  the  Council,  the  Assistant  Secretary  of 

8  Health  shall  detail,  without  reimbursement,  any  of  the 

9  personnel  of  the  Public  Health  Service  to  the  Council 

10  as  the  Council  determines  to  be  necessary  to  carry  out 

11  the  duties  of  the  Council.  Any  detail  shall  not  interrupt 

12  or  otherwise  affect  the  civil  service  status  or  privileges 

13  of  the  Federal  employee. 

14  "(10)  Experts  and  consultants. — 

15  "(A)  Services  and  compensation. — The 

16  Assistant  Secretary  of  Health  may  obtain  and 

17  compensate  such  temporary  and  intermittent  serv- 

18  ices  of  experts  and  consultants  in  accordance  with 

19  section  3109(b)  of  title  5,  United  States  Code,  as 

20  the  Council  determines  to  be  necessary  to  carry 

21  out  the  duties  of  the  Council. 

22  "(B)  Limitation. — The  rate  of  compensa- 

23  tion  for  each  expert  or  consultant  shall  not  exceed 

24  the  daily  equivalent  of  the  rate  specified  for  GS- 

25  18  of  the  General  Schedule  under  section  5332  of 
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1  title  5,  United  States  Code  for  each  day  the 

2  expert  or  consultant  is  engaged  in  the  actual  per- 

3  formance  of  duties  for  the  Council. 

4  "(11)  Technical  assistance. — On  the  request 

5  of  the  Council,  the  Assistant  Secretary  of  Health  shall 

6  provide,  without  reimbursement,  such  technical  assist- 

7  ance  and  administrative  support  services  to  the  Council 

8  as  the  Council  determines  to  be  necessary  to  carry  out 

9  the  duties  of  the  Council. 

10  ''(12)  Obtaining  infoemation. — The  Assistant 

11  Secretary  of  Health  may  secure  directly  from  any  Fed- 

12  eral  agency  information  necessary  to  enable  the  Coun- 

13  cil  to  carry  out  the  duties  of  the  Council,  if  the  infor- 

14  mation  may  be  disclosed  under  section  552  of  title  5, 

15  United  States  Code.  Subject  to  the  previous  sentence, 

16  on  the  request  of  the  Assistant  Secretary  of  Health, 

17  the  head  of  the  agency  shall  furnish  the  information  to 

18  the  Council. 

19  "(13)  Use  of  mails. — The  Council  may  use  the 

20  United  States  mails  in  the  same  manner  and  under  the 

21  same  conditions  as  Federal  agencies. 

22  "(14)  Travel  expenses. — Each  member  of  the 

23  Council  shall  receive  travel  expenses,  including  per 

24  diem  in  lieu  of  subsistence,  as  authorized  by  section 

25  5703  of  title  5,  United  States  Code,  for  persons  em- 
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1  ployed  intermittently  in  the  Government  service,  for 

2  each  day  the  member  is  engaged  in  the  performance  of 

3  duties  away  from  the  home  or  regular  place  of  business 

4  of  the  member. 

5  "(g)  AuTHOEiZATiON  OF  AppROPEiATiONS. — There 

6  are  authorized  to  be  appropriated  to  carry  out  this  section 

7  such  sums  as  may  be  necessary  for  each  of  the  1991  and 

8  subsequent  fiscal  years.". 

9  (b)  Application  to  Peee  Review  Undee  Social 

10  Security  Act. — Section  1154(a)(2)  of  the  Social  Security 

11  Act  (42  U.S.C.  1320c-3(a)(2))  is  amended  by  adding  at  the 

12  end  the  following  new  sentence:  "The  determinations  shall  be 

13  made  on  the  basis  of  guidelines  established  under  section  305 

14  of  the  Public  Health  Service  Act,  if  health  care  services  were 

15  provided  in  accordance  with  the  guidelines.". 

16  SEC.  502.  PRELITIGATION  SCREENING  PANEL  GRANTS. 

17  Part  D  of  title  IX  of  the  Public  Health  Service  Act  (as 

18  added  by  section  501  of  this  Act)  is  amended  by  adding  at  the 

19  end  the  following  new  section: 

20  "SEC.  932.  PRELITIGATION  SCREENING  PANEL  GRANTS. 

21  "(a)  Establishment. — The  Assistant  Secretary  of 

22  Health,  acting  through  the  Agency  for  Health  Care  PoHcy 

23  and  Research  shall  establish  a  program  of  grants  to  assist 

24  States  in  establishing  preHtigation  panels. 
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1  "(b)  Use  of  Funds. — A  State  may  use  a  grant  award- 

2  ed  under  subsection  (a)  to  establish  prelitigation  panels 

3  that— 

4  "(1)  identify  claims  of  professional  negligence  that 

5  merit  compensation; 

6  ''(2)  encourage  early  resolution  of  meritorious 

7  claims  prior  to  commencement  of  a  lawsuit;  and 

8  "(3)  encourage  early  withdrawal  or  dismissal  of 

9  nonmeritorious  claims. 

10  "(c)  AwAED  OF  Geants. — The  Secretary  shall  allocate 

1 1  grants  under  this  section  in  accordance  with  criteria  issued  by 

12  the  Secretary. 

18  "(d)  Application. — To  be  eligible  to  receive  a  grant 


14  under  this  section,  a  State,  acting  through  the  appropriate 

15  State  health  authority,  shall  submit  an  appHcation  at  such 

16  time,  in  such  manner,  and  containing  such  agreements,  assur- 

17  ances,  and  information  as  the  Assistant  Secretary  of  Health 

18  determines  to  be  necessary  to  carry  out  this  section. 

19  "(e)  AuTHOEiZATiON  OF  AppEOPEiATiONS. — There 

20  are  authorized  to  be  appropriated  to  carry  out  this  section 

21  such  sums  as  may  be  necessary  for  each  of  the  1991  through 

22  1994  fiscal  years.". 
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1  TITLE  VI— PHYSICIAN  ISSUES 

2  Subtitle  A — Tax  Incentives  for  Rural 

3  Practice 

4  SEC.  601.  SHORT  TITLE. 

5  This  subtitle  may  be  cited  as  the  "Eural  Primary  Care 

6  Incentives  Act  of  1989". 

7  SEC.   602.   REFUNDABLE   CREDIT   FOR   CERTAIN  PRIMARY 

8  HEALTH  SERVICES  PROVIDERS. 

9  (a)  In  Geneeal. — Subpart  C  of  part  IV  of  subchapter 

10  A  of  chapter  1  of  the  Internal  Revenue  Code  of  1986  (relat- 

11  ing  to  refundable  credits)  is  amended  by  redesignating  section 

12  35  as  section  36  and  by  inserting  afte.r  section  34  the  follow- 

13  ing  new  section: 

14  "SEC.  35.  PRIMARY  HEALTH  SERVICES  PROVIDERS. 

15  "(a)  Allowance  of  Ceedit. — In  the  case  of  a  quali- 

16  fied  primary  health  services  provider,  there  is  allowed  as  a 

17  credit  against  the  tax  imposed  by  this  subtitle  for  any  taxable 

18  year  in  the  mandatory  service  period  an  amount  equal  to — 

19  "(1)   the   number   of   months    of   such  period 

20  occurring  in  such  year,  times 

21  "(2)  $1,000. 

22  "(b)  Limitation. — No  credit  shall  be  allowed  under 

23  subsection  (a)  with  respect  to  any  month  in  any  mandatory 

24  service  period  in  excess  of  36  (reduced  by  the  number  of 
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1  months  in  any  previous  mandatory  service  period  for  which  a 

2  credit  was  allowed  under  subsection  (a)). 

3  "(c)  Qualified  Primary  Health  Services  Pro- 

4  viDER. — For  purposes  of  this  section,  the  term  'qualified  pri- 

5  mary  health  services  provider'  means  any  physician  who  for 

6  any  month  during  the  mandatory  service  period  is  certified  by 

7  the  Bureau  to  be  a  primary  health  services  provider  who — 


8  "(1)  is  providing  such  services — 

9  "(A)  full  time, 

10  ''(B)  to  individuals  at  least  80  percent  of 

11  whom  reside  in  a  rural  health  manpower  shortage 

12  area,  and 

13  "(C)  in  a  health  care  practice  which  is — 

14  "(i)  related  to  a  migrant  health  center 

15  or  a  community  health  center  (as  defined  in 

16  sections  329(a)(1)  and  330(a)(1)  of  the  Public 

17  Health  Service  Act  (42  U.S.C.  254b(a)(l) 

18  and  254c(a)(l)),  respectively),  or 

19  "(ii)  subject  to  the  conditions  described 

20  in  subparagraphs  (A)  and  (B)  -of  section 

21  338D(b)(l)  of  the  Public  Health  Service  Act 

22  (42  U.S.C.  254n(b)(l)), 

23  "(2)  is  not  receiving  during  such  year  a  scholar- 

24  ship  under  the  National  Health  Service  Corps  Scholar- 

25  ship  Program  (as  estabhshed  in  section  338A  of  the 
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1  Public  Health  Service  Act  (42  U.S.C.  2541)  or  a  loan 

2  repayment  under  the  National  Health  Service  Corps 

3  Loan  Repayment  Program  (as  established  in  section 

4  338B  of  the  Public  Health  Service  Act  (42  U.S.C. 

5  2541-1), 

6  ''(3)  is  not  fulfilling  service  obligations  under  such 

7  programs,  and 

8  "(4)  has  not  defaulted  on  such  obligations. 

9  "(d)  Mandatoey  Seevice  Peeiod. — For  purposes  of 


10  this  section,  the  term  'mandatory  service  period'  means  the 

11  period  of  60  consecutive  calendar  months  beginning  with  the 

12  first  month  the  taxpayer  is  certified  by  the  Bureau  as  a  quali- 

13  fied  primary  health  services  provider, 


14  "(e)  Definitions  and  Special  Eules. — For  pur- 

15  poses  of  this  section — 

16  "(1)  Bueeau. — The  term  'Bureau'  means  the 

17  Bureau  of  Health   Care  Delivery  and  Assistance, 

18  Health  Resources  and  Services  Administration  of  the 

19  United  States  Public  Health  Service. 

20  "(2)  Physician. — The  term  'physician'  means 

21  any  doctor  of  medicine  or  osteopathy  who  provides 

22  direct  patient  care  and  practices  principally  in  1  of  the 

23  4  following  primary  care  specialties: 

24  "(A)  General  or  family  practice. 

25  "(B)  General  internal  medicine. 
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1  "(C)  Pediatrics. 

2  ''(D)  Obstetrics  and  gynecology. 

3  The  term  shall  not  include  administrators,  researchers, 

4  or  teachers. 

5  ''(3)  Primary  health  services  provider. — 

6  The  term  'primary  health  services  provider'  means  a 

7  provider  of  primary  health  services  (as  defined  in  sec- 

8  tion  330(b)(1)  of  the  PubHc  Health  Service  Act  (42 

9  U.S.C.  254c(b)(l)). 

10  "(4)  Rural  health  manpower  shortage 

11  AREA. — The  term  'rural  health  manpower  shortage 

12  area'  means  a  class  1  or  class  2  health  manpower 

13  shortage  area  (as  defined  in  section  332(a)(1)(A)  of  the 

14  Public  Health  Service  Act  (42  U.S.C.  254e(a)(l)(A))  in 

15  a  rural  area  (as  determined  under  section  1886(d)(2)(D) 

16  of  the  Social  Security  Act  (42  U.S.C.  1395ww)). 

17  "(f)  Recapture  of  Credit. — 

18  "(1)  In  general. — If,  as  of  the  close  of  any  tax- 

19  able  year,  there  is  a  recapture  event,  then  the  tax  of 

20  the  taxpayer  under  this  chapter  for  such  taxable  year 

21  shall  be  increased  by  an  amount  equal  to  the  product 

22  of— 

23  "(A)  the  applicable  percentage,  and 
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(B)  the  aggregate  unrecaptured  credits  al- 
lowed to  such  taxpayer  under  this  section  for  all 
prior  taxable  years. 

"(2)  Applicable  eecaptuee  peecentage. — 

"(A)  In  geneeal., — For  purposes  of  this 
subsection,  the  applicable  recapture  percentage 

shall  be  determined  from  the  following  table: 

"If  the  recapture  The  applicable  recap- 

event  occurs  during:  ture  percentage  is: 

Months  1-23   100 

Months  24-35   75 

Months  36-47   50 

Months  48-59   25 

Months  60  and  thereafter   0. 

"(B)  Timing. — For  purposes  of  subpara- 
graph (A),  month  1  shall  begin  on  the  first  day  of 
the  mandatory  service  period. 
''(3)  Recaptuee  event  defined. — 

"(A)  In  geneeal. — For  purposes  of  this 
subsection,  the  term  'recapture  event'  means  the 
failure  of  the  taxpayer  to  be  certified  as  a  quali- 
fied primary  health  services  provider  for  any 
month  during  any  mandatory  service  period. 

''(B)  Cessation  of  designation. — The 
cessation  of  the  designation  of  any  area  as  a  rural 
health  manpower  shortage  area  after  the  begin- 
ning of  the  mandatory  service  period  for  any  tax- 
payer shall  not  constitute  a  recapture  event. 
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1  *'(C)  Seceetaeial  waivee. — The  Secre- 

2  tary,  after  consultation  with  the  Bureau,  may 

3  waive  any  recapture  event  caused  by  extraordi- 

4  nary  circumstances. 

5  *'(4)  No  CEEDiTS  AGAINST  TAX. — Any  increase 

6  in  tax  under  this  subsection  shall  not  be  treated  as  a 

7  tax  imposed  by  this  chapter  for  purposes  of  determin- 

8  ing  the  amount  of  any  credit  under  subpart  A,  B,  or  D 

9  of  this  part.". 

10  (b)  CONFOEMING  AMENDMENTS. — 

11  (1)  Paragraph  (4)(A)  of  section  6211(b)  of  the  In- 

12  ternal  Revenue  Code  of  1986  (relating  to  rules  for  ap- 

13  plying  definition  of  deficiency)  is  amended  by  striking 

14  ''sections  32  and  34"  and  inserting  ''sections  32,  34, 

15  and  35". 

16  (2)  Section  6513  of  such  Code  (relating  to  time 

17  return  deemed  filed  and  tax  considered  paid)  is  amend- 

18  ed  by  adding  at  the  end  the  following  new  subsection: 

19  "(f)  Time  Tax  Is  Consideeed  Paid  foe  Peimaey 

20  Health  Seevices  Peovidees  Ceedit. — For  purposes  of 

21  section  6511,  the  taxpayer  shall  be  considered  as  paying  an 

22  amount  of  tax  on  the  last  day  prescribed  for  payment  of  the 

23  tax  (determined  without  regard  to  any  extension  of  time  and 

24  without  regard  to  any  election  to  pay  the  tax  in  installments) 

25  equal  to  so  much  of  the  credit  allowed  by  section  35  (relating 
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1  to  primary  health  services  providers  credit)  as  is  treated 

2  under  section  6401(b)  as  an  overpayment  of  tax.". 

3  (3)  Subsection  (d)  of  section  6611  of  such  Code  is 

4  amended  by  striking  the  caption  and  inserting  the  fol- 

5  lowing: 

6  "(d)  Advance  Payment  of  Tax,  Payment  of  Esti- 

7  MATED  Tax,  Ceedit  foe  Income  Tax  Withholding, 

8  AND  Peimaey  Health  Seevices  Peovidees  Ceedit. — 

9  (c)  Cleeical  Amendment. — The  table  of  sections  for 

10  subpart  C  of  part  IV  of  subchapter  A  of  chapter  1  of  the 

11  Internal  Revenue  Code  of  1986  is  amended  by  striking  the 

12  item  relating  to  section  35  and  inserting  the  following: 

"Sec.  35.  Primary  health  services  providers. 
"Sec.  36.  Overpayments  of  tax.". 

13  (d)  Effective  Date. — The  amendments  made  by  this 

14  section  shall  apply  to  taxable  years  beginning  after  Decem- 

15  ber  31,  1991. 

16  SEC.  603.  STUDIES. 

17  (a)  Expansion  of  Ceedit. — 

18  (1)  Study. — The  Secretary  of  Health  and  Human 

19  Services  or  the  Secretary's  delegate  shall  determine 

20  the  present  number  of,  and  future  need  for,  nonphysi- 

21  cian  primary  care  providers  in  rural  health  manpower 

22  shortage  areas.  Such  determination  shall  form  the  basis 

23  for  a  study  of  the  feasibility  (including  cost  estimates) 
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1  of  extending  the  tax  credit  provided  by  the  amend- 

2  ments  made  by  section  602  to  such  providers. 

3  (2)  Repoets. — An  interim  report  of  the  study  de- 

4  scribed  in  paragraph  (1)  shall  be  submitted  by  the  Sec- 

5  retary  of  Health  and  Human  Services  to  the  Congress 

6  1  year  from  the  date  of  the  enactment  of  this  Act.  A 

7  final  report  of  such  study  shall  be  submitted  to  the 

8  Congress  within  2  years  of  such  date  of  enactment. 

9  (b)  Status  op  Credit. — 

10  (1)  Study. — The  Secretary  of  Health  and  Human 

11  Services  or  the  Secretary's  delegate  shall  evaluate  the 

12  effect  of  the  tax  credit  provided  by  the  amendments 

13  made  by  section  602  in  increasing  the  supply  of  pri- 

14  mary  care  physicians  in  class  1  and  class  2  rural  health 

15  manpower  shortage  areas  and  improving  health  care 

16  delivery  access  to  medially  underserved  populations. 

17  Such  evaluation  shall  form  the  basis  for  a  study  of  the 

18  necessity  and  feasibility  (including  cost  estimates)  of 

19  extending  such  credit  to  primary  care  physicians  in 

20  other  rural  health  manpower  shortage  areas.  Such 

21  study  shall  also  include  an  evaluation  of  alternative 

22  methods  of  defining  rural  health  manpower  shortage 

23  areas. 

24  (2)   Report. — The   Secretary   of  Health  and 

25  Human  Services  shall  submit  to  the  Congress  a  report 
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1  of  the  study  described  in  paragraph  (1)  along  with  any 

2  recommendations  for  further  legislative  action  no  later 

3  than  2  years  after  the  date  of  the  enactment  of  this 

4  Act. 

5  SEC.  604.  NATIONAL  HEALTH  SERVICE  CORPS  LOAN  REPAY- 

6  MENTS  EXCLUDED  FROM  GROSS  INCOME. 

7  (a)  In  Geneeal. — Part  m  of  subchapter  B  of  chapter 

8  1  of  the  Internal  Revenue  Code  of  1986  (relating  to  items 

9  specifically  excluded  from  gross  income)  is  amended  by  redes- 

10  ignating  section  136  as  section  137  and  by  inserting  after 

11  section  135  the  following  new  section: 

12  "SEC.  136.  NATIONAL  HEALTH  SERVICE  CORPS  LOAN  REPAY- 

13  MENTS. 

14  "(a)  GrENEEAL  RuLE. — Gross  income  shall  not  include 

15  any  qualified  loan  repayment. 

16  "(b)  Qualified  Loan  Repayment. — For  purposes  of 

17  this  section,  the  term  'qualified  loan  repayment'  means  any 

18  payment  made  on  behalf  of  the  taxpayer  by  the  National 

19  Health  Service  Corps  Loan  Repayment  Program  under  sec- 

20  tion  338B(g)  of  the  Public  Health  Service  Act  (42  U.S.C. 

21  2541-l(g)).". 

22  (b)  CONFOEMING  AMENDMENT. — Section  338B(g)(3)  of 

23  the  Public  Health  Service  Act  (42  U.S.C.  2541-l(g)(3))  is 

24  amended  by  striking  "Federal,  State,  or  local"  and  inserting 

25  "State  or  local". 
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1  (c)  Clerical  Amendment. — The  table  of  sections  for 

2  part  III  of  subchapter  B  of  chapter  1  of  the  Internal  Revenue 
8  Code  of  1986  is  amended  by  striking  the  item  relating  to 

4  section  136  and  inserting  the  following: 

"Sec.  136.  National  Health  Service  Corps  loan  repayments. 
"Sec.  137.  Cross  references  to  other  Acts.". 

5  (d)  Effective  Date. — The  amendments  made  by  sub- 

6  sections  (a)  and  (b)  shall  apply  to  payments  made  under  sec- 

7  tion  338B(g)  of  the  Public  Health  Service  Act  (42  U.S.C. 

8  2541- 1(g))  after  the  date  of  the  enactment  of  this  section. 

9  Subtitle  B — Student  Loan  Deferment 

10  SEC.  en.  SHORT  title. 

11  This  subtitle  may  be  cited  as  the  ''Resident  Physician 

12  Student  Loan  Deferment  Act." 

13  SEC.  612.  RESIDENT  PHYSICIAN  DEFERMENTS. 

14  (a)  Federally  Insured  Student  Loans. — Section 

15  427(a)(2)(C)(i)  of  the  Higher  Education  Act  of  1965  (20 

16  U.S.C.  1077(a)(2)(C)(i))  is  amended— 

17  (1)  by  striking  "or"  before  subclause  (HI); 

18  (2)  by  striking  "except"  and  all  that  follows 

19  through  "residency  program";  and 

20  (3)  by  inserting  before  the  semicolon  at  the  end 

21  the  following:  "or  (IV)  is  serving  in  a  medical  intern- 

22  ship  or  residency  program  accredited  by  the  Accredita- 

23  tion  Council  for  Graduate  Medical  Education  or  the 
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1  Accrediting  Committee  of  the  American  Osteopathic 

2  Association". 

3  (b)  Fedeeal  Payments  To  Reduce  Student  In- 

4  TEEEST  Costs.— Section  428(b)(l)(M)(i)  of  the  Act  (20 

5  U.S.C.  1078(b)(l)(M)(i))  is  amended— 

6  (1)  by  striking  "or"  before  subclause  (HI); 

7  (2)  by  striking  "except"  and  all  that  follows 

8  through  "residency  program";  and 

9  (3)  by  inserting  before  the  semicolon  at  the  end 

10  the  following:  "or  (lY)  is  serving  in  a  medical  intern- 

11  ship  or  residency  program  accredited  by  the  Accredita- 

12  tion  Council  for  Graduate  Medical  Education  or  the 

13  Accrediting  Committee  of  the  American  Osteopathic 

14  Association". 

15  (c)  Loan  Ageeements. — Section  464(c)(2)(A)(i)  of  the 

16  Act  (20  U.S.C.  1087dd(c)(2)(A)(i))  is  amended— 

17  (1)  by  striking  "except"  and  all  that  follows 

18  through  "residency  program";  and 

19  (2)  by  inserting  before  the  semicolon  at  the  end 

20  the  following:  "or  serving  in  a  medical  internship  or 

21  residency  program  accredited  by  the  Accreditation 

22  Council  for  Graduate  Medical  Education  or  the  Ac- 

23  crediting   Committee   of  the   American  Osteopathic 

24  Association". 
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1  (d)  Effective  Date. — The  amendments  made  by  this 

2  Act  shall  apply  to  any  loan  made,  insured,  or  guaranteed 

3  under  part  B  or  part  E  of  title  IV  of  the  Higher  Education 

4  Act  of  1965  (20  U.S.C.  1071  et  seq.  and  1087kk  et  seq.), 

5  including  a  loan  made  before  the  date  of  enactment  of  this 

6  Act. 

7  TITLE  VII— LONG-TERM  CARE 


8  INSURANCE 

9  SEC.  701.  QUALIFIED  LONG-TERM  CARE  INSURANCE  DEFINED 

10  AND  TREATED  AS  ACCIDENT  AND  HEALTH  IN- 

11  SURANCE. 

12  (a)  In  Geneeal. — Section  818  of  the  Internal  Revenue 

13  Code  of  1986  (relating  to  other  definitions  and  special  rules 

14  involving  life  insurance  companies)  is  amended  by  adding  at 

15  the  end  the  following  new  subsection: 

16  *'(g)    Qualified    Long-Teem    Caee  Insueance 

17  Teeated  AS  Accident  oe  Health  Insueance. — 

18  "(1)  In  geneeal. — For  purposes  of  this  subchap- 

19  ter,  any  reference  to  noncancellable  accident  or  health 

20  insurance  contracts  shall  be  treated  as  including  a  ref- 

21  erence  to  qualified  long-term  care  insurance. 

22  "(2)    Qualified    long-teem    caee  insue- 

23  ance. — 

24  "(A)  In  geneeal. — For  purposes  of  this 

25  subsection,  the  term  'qualified  long-term  care  in- 
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1  surance'  means  insurance  under  a  policy  or  rider, 

2  issued  by  a  qualified  issuer,  which  provides  cover- 

3  age — 

4  "(i)  for  not  less  than  12  consecutive 

5  months  for  each  covered  person, 

6  "(ii)  on  an  expense  incurred,  indemnity, 

7  disability,  prepaid,  or  other  basis, 

8  "(iii)  for— 

9  "(I)  1  or  more  necessary  or  medi- 

10  cally  necessary  diagnostic  services,  pre- 

11  ventive  services,  therapeutic  services, 

12  rehabilitation     services,  maintenance 

13  services,  or  pergonal  care  services,  or 

14  "(II)  cognitive  impairment  or  the 

15  loss  of  functional  capacity,  and 

16  "(iv)  in  a  setting  other  than  in  an  acute 

17  care  unit  of  a  hospital. 

18  "(B)  Qualified  issuee. — For  purposes  of 

19  subparagraph   (A),    the   term   'qualified  issuer' 

20  means  any  of  the  following  if  subject  to  the  juris- 

21  diction  and  regulation  of  at  least  1  State  insur- 

22  ance  department: 

23  "(i)  Private  insurance  company. 

24  "(ii)  Fraternal  benefit  society. 

25  "(iii)  Nonprofit  health  corporation. 
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1  "(iv)  Nonprofit  hospital  corporation. 

2  "(v)  Nonprofit  medical  service  corpora- 

3  tion. 

4  "(vi)  Prepaid  health  plan." 

5  (b)  Effective  Date. — The  amendment  made  by  this 

6  section  shall  apply  to  taxable  years  beginning  after  Decem- 

7  her  31,  1990. 

8  SEC.  702.  QUALIFIED  LONG-TERM  CARE  INSURANCE  TREATED 

9  AS  ACCIDENT  AND  HEALTH  INSURANCE  FOR 

10  PURPOSES  OF  EXCLUSION  FOR  BENEFITS  RE- 

11  CEIVED  UNDER  SUCH  INSURANCE  AND  FOR 

12  EMPLOYER  CONTRIBUTIONS  FOR  SUCH  INSUR- 

13  ANCE. 

14  (a)  In  General. — Section  105  of  the  Internal  Revenue 

15  Code  of  1986  (relating  to  amounts  received  under  accident 

16  and  health  plans)  is  amended  by  adding  at  the  end  the  foUow- 

17  ing  new  subsection: 

18  "(j)  Special  Rules  Relating  to  Qualified  Long- 

19  Teem  Caee  Insurance. — For  purposes  of  section  104,  this 

20  section,  and  section  106 — 

21  "(1)  Benefits  treated  as  payable  for  sick- 

22  NESS,  ETC. — Any  benefit  received  through  qualified 

23  long-term  care  insurance  (as  defined  in  section  818(g)) 

24  shall  be  treated  as  amounts  received  through  accident 

25  or  health  insurance  for  personal  injuries  or  sickness. 
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1  "(2)  Expenses  foe  which  eeimbuesement 

2  PEOVIDED  UNDEE  QUALIFIED  LONG-TEEM  CAEE  IN- 

3  SUEANCE     TEEATED    AS    INCUEEED    FOE  MEDICAL 

4  CAEE  OE  FUNCTIONAL  LOSS. — Expenses  incurred  by 

5  the  taxpayer,  his  spouse,  dependent,  parents,  the  par- 

6  ents  of  his  spouse,  or  grandparents  to  the  extent  of 

7  benefits  paid  under  qualified  long-term  care  insurance 

8  (as  defined  in  section  818  (g))  shall  be  treated  for  pur- 

9  poses  of  subsection  (b)  as  incurred  for  medical  care  (as 

10  defined  in  section  213(d))  and  benefits  received  under 

11  the  qualified  long-term  care  insurance  shall  be  treated 

12  for  purposes  of  subsection  (c)  as  payment  for  the  per- 

13  manent  loss  or  loss  of  use  of  a  member  or  function  of 

14  the  body  or  the  permanent  disfigurement  of  the  taxpay- 

15  er,  his  spouse,  dependent,  his  parents,  the  parents  of 

16  his  spouse,  or  grandparents. 

17  "(3)  Refeeences  to  accident  and  health 

18  PLANS. — Any  reference  to  an  accident  or  health  plan 

19  shall  be  treated  as  including  a  reference  to  a  plan  pro- 

20  viding  qualified  long-term  care  insurance  (as  defined  in 

21  section  818  (g))." 

22  (b)  CuEEENT  Deduction  foe  Employee  Peemiums 

23  FOE  Long-Teem  Caee  Insueance. — Subparagraph  (B)  of 

24  section  404(b)(2)  of  the  Internal  Revenue  Code  of  1986  (re- 

25  lating  to  plans  providing  certain  deferred  benefits)  is  amended 
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1  by  inserting  before  the  period  at  the  end  the  following:  "or 

2  any  benefit  provided  under  qualified  long-term  care  insurance 

3  (as  defined  in  section  818  (g))  through  the  payment  (in  whole 

4  or  in  part)  of  premiums  by  an  employer  pursuant  to  a  plan  for 

5  its  active  or  retired  employees,  but  only  if  any  refund  or  pre- 

6  mium  is  applied  to  reduce  the  future  costs  of  the  plan  or 

7  increase  benefits  under  the  plan." 

8  (c)  Effective  Date. — The  amendments  made  by  this 

9  section  shall  apply  to  taxable  years  beginning  after  Decem- 

10  ber  31,  1990. 

1 1  SEC.  703.  DEDUCTION  OF  EXPENSES  RELATING  TO  QUALIFIED 

12  LONG-TERM  CARE. 

13  (a)  In  Geneeal, — Paragraph  (1)  of  section  213(d)  of 

14  the  Internal  Revenue  Code  of  1986  (defining  medical  care)  is 

15  amended  by  striking  "or"  at  the  end  of  subparagraph  (B),  by 

16  striking  the  period  at  the  end  of  subparagraph  (C)  and  insert- 

17  ing     or",  and  by  adding  after  subparagraph  (C)  the  follow- 

18  ing  new  subparagraph: 

19  "(D)  as  premiums  for  qualified  long-term 

20  care  insurance  (as  defined  in  section  818(g))." 

21  (b)  Effective  Date. — The  amendments  made  by  this 

22  section  shall  apply  to  taxable  years  beginning  after  Decem- 

23  ber  31,  1990. 
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1  SEC.  704.  CAFETERIA  PLANS. 

2  (a)  Exception  foe  Ceetain  Qualified  Long-Teem 

3  Caee  Insueance. — Section  125(d)(2)  of  the  Internal  Eeve- 

4  nue  Code  of  1986  (relating  to  the  exclusion  of  deferred  com- 

5  pensation  plans)  is  amended  by  adding  at  the  end  the  follow- 

6  ing  new  subparagraph: 


7  "(D)  Exception  foe  ceetain  qualified 

8  long-teem   caee   insueance. — Subparagraph 

9  (A)  shall  not  apply,  to  qualified  long-term  care  in- 

10  surance  (as  defined  in  section  818(g))  provided 

11  under  a  plan  if — 

12  "(i)  the  employee  may  not  surrender 

13  such  insurance  for  cash,  and 

14  *'(ii)  if  the  terms  of  the  plan  permit,  the 

15  employee  may  elect  to  continue  the  insur- 

16  ance  upon  cessation  of  participation  in  the 

17  plan." 

18  (b)  Teeatment  as  Qualified  Benefits. — Section 


19  125(f)  of  the  Internal  Eevenue  Code  of  1986  (defining  quah- 

20  fied  benefits)  is  amended  by  striking  ''section  79  and  such 

21  term  includes"  and  inserting  "section  79,  qualified  long-term 

22  care  insurance  (as  defined  in  section  818(g)),  and". 

23  (c)  Effective  Date. — The  amendments  made  by  this 

24  section  shall  apply  to  taxable  years  beginning  after  De- 

25  cember  31,  1990. 
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1  SEC.  705.  EXCLUSION  FROM  GROSS  INCOME  FOR  AMOUNTS 

2  WITHDRAWN  FROM  INDIVIDUAL  RETIREMENT 

3  PLANS  FOR  QUALIFIED  LONG-TERM  CARE  IN- 

4  SURANCE  PREMIUMS. 

5  (a)  In  GtENEEAl. — Subsection  (d)  of  section  408  of  the 

6  Internal  Revenue  Code  of  1986  (relating  to  tax  treatment  of 

7  distributions  from  individual  retirement  plans)  is  amended  by 

8  adding  at  the  end  the  following  new  paragraph: 

9  "(8)  Distributions  foe  qualified  long-term 

10  care  insurance  premiums. — 

11  "(A)  In  GENERAL. — No  amouut  (which  but 

12  for  this  paragraph  would  be  includible  in  the  gross 

13  income  of  the  payee  or  distributee  under  para- 

14  graph  (1))  shall  be  included  in  gross  income  during 

15  the  taxable  year  if  the  distribution  is  used  during 

16  such  year  to  pay  premiums  for  any  qualified  long- 

17  term  health  insurance  policy  for  the  benefit  of  the 

18  payee  or  distributee  or  the  spouse  of  the  payee  or 

19  distributee. 

20  "(B)  Definition  of  long-term  care  in- 

21  SURANCE. — For  purposes  of  this  paragraph,  the 

22  term  'long-term  care  insurance'  has  the  meaning 

23  given  such  term  by  section  818(g)." 

24  (b)  Effective  Date. — The  amendment  made  by  this 

25  section  shall  apply  to  taxable  years  beginning  after  Decem- 

26  ber  31,  1990. 
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1  SEC.  706.  TAX  TREATMENT  OF  ACCELERATED  DEATH  BENE- 

2  FITS  UNDER  LIFE  INSURANCE  CONTRACTS. 

3  (a)  Geneeal  Rule. — Section  101  of  the  Internal  Rev- 

4  enue  Code  of  1986  (relating  to  certain  death  benefits)  is 

5  amended  by  adding  at  the  end  the  following  new  subsection: 

6  "(g)  Teeatment  of  Ceetain  Acceleeated  Death 

7  Benefits. — 

8  "(1)  In  geneeal. — For  purposes  of  this  section, 

9  any  amount  paid  to  an  individual  under  a  life  insurance 

10  contract  on  the  life  of  an  insured  who  is  a  terminally  ill 

11  individual,  who  has  a  dread  disease,  or  who  has  been 

12  permanently  confined  to  a  nursing  home  shall  be  treat- 

13  ed  as  an  amount  paid  by  reason  of  the  death  of  such 

14  insured. 

15  "(2)  Teeminally  ill  individual. — For  pur- 

16  poses  of  this  subsection,  the  term  'terminally  ill  individ- 

17  ual'  means  an  individual  who  has  been  certified  by  a 

18  physician,  licensed  under  State  law,  as  having  an  ill- 

19  ness  or  physical  condition  which  can  reasonably  be  ex- 

20  pected  to  result  in  death  in  12  months  or  less. 

21  "(3)  Dee  AD  disease. — For  purposes  of  this  sub- 

22  section,  the  term  'dread  disease'  means  a  medical  con- 

23  dition  which  has  required  or  requires  extraordinary 

24  medical  intervention  without  which  the  insured  would 

25  die,  or  a  medical  condition  which  would,  in  the  absence 
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1  of  extensive  or  extraordinary  medical  treatment,  result 

2  in  a  drastically  limited  life  span. 

3  "(4)  Peemanently  confined  to  a  nursing 

4  HOME. — For  purposes  of  this  subsection,  an  individual 

5  has  been  permanently  confined  to  a  nursing  home  if  the 

6  individual  is  presently  confined  to  a  nursing  home  and 

7  has  been  certified  by  a  physician,  licensed  under  State 

8  law,  as  having  an  illness  or  physical  condition  which 

9  can  reasonably  be  expected  to  result  in  the  individual 

10  remaining  in  a  nursing  home  for  the  rest  of  his  life." 

11  (b)  Effective  Date. — The  amendment  made  by  this 

12  section  shall  apply  to  taxable  years  beginning  after  December 

13  31,  1990. 

14  SEC.  707.  TAX  TREATMENT  OF  COMPANIES  ISSUING  QUALI- 

15  FIED  TERMINAL  ILLNESS  OR  DREAD  DISEASE 

16  RIDERS. 

17  (a)  Qualified  Terminal  Illness  or  Dread  Dis- 


18  EASE  Riders  Treated  as  Life  Insurance. — Section 

19  818  of  the  Internal  Revenue  Code  of  1986  (relating  to  other 

20  definitions  and  special  rules  involving  life  insurance  compa- 

21  nies),  as  amended  by  section  701,  is  further  amended  by 

22  adding  at  the  end  the  following  new  subsection: 

23  "(h)  Qualified  Terminal  Illness  or  Dread  Dis- 

24  EASE  Riders  Treated  as  Life  Insurance. — 
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1  "(1)  In  geneeal. — For  purposes  of  this  part, 

2  any  reference  to  life  insurance  shall  be  treated  as  in- 

3  eluding  a  reference  to  a  qualified  terminal  illness  or 

4  dread  disease  rider. 

5  "(2)  Qualified  teeminal  illness  oe  deead 

6  DISEASE  eidee. — For  purposes  of  this  subsection,  the 

7  term  'qualified  terminal  illness  or  dread  disease  rider' 

8  means  any  rider  or  addendum  on,  or  other  provision  of, 

9  a  life  insurance  contract  which  provides  for  payments 

10  to  or  for  the  benefit  of  an  insured  upon  such  insured 

11  becoming  a  terminally  ill  individual  (as  defined  in  sec- 

12  tion  101(g)(2))  or  incurring  a  dread  disease  (as  defined 

13  in  section  101(g)(3))." 

14  (b)  Definitions  of  Life  Insueance  and  Modified 

15  Endowment  Conteacts. — 

16  (1)  RiDEE  TEE  ate  D  AS  QUALIFIED  ADDITIONAL 

17  BENEFIT. — Paragraph  (5)(A)  of  section  7702(f)  of  the 

18  Internal  Revenue  Code  of  1986  (defining  qualified  ad- 

19  ditional  benefits)  is  amended  by  striking  "or"  at  the 

20  end  of  clause  (iv),  by  redesignating  clause  (v)  as  clause 

21  (vi),  and  by  inserting  after  clause  (iv)  the  following  new 

22  clause: 

23  *'(v)  qualified  terminal  illness  or  dread 

24  disease  rider  (as  defined  in  section  818(h)(2)) 

25  or  any  qualified  long-term  care  rider  (as  de- 
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1  fined  in  section  818(g)(2))  which  reduces  the 

2  death  benefit),  or." 

3  (2)  Teansitional  eule. — For  purposes  of  ap- 

4  plying  section  7702  or  7  702 A  of  the  Internal  Eevenue 

5  Code  of  1986  to  any  contract  (or  determining  whether 

6  either  such  section  applies  to  such  contract),  the  issu- 

7  ance  of  a  rider  or  addendum  on,  or  other  provision  of, 

8  a  life  insurance  contract  permitting  the  acceleration  of 

9  death  benefits  (as  described  in  section  101(g))  or  for 

10  qualified  long-term  care  insurance  (as  described  in  sec- 

11  tion  818(g))  shall  not  be  treated  as  a  modification  or 

12  material  change  of  such  contract. 

13  (c)  Effective  Date. — The  amendments  made  by  this 

14  section  shall  apply  to  taxable  years  beginning  before,  on,  or 

15  after  December  31,  1990. 

16  TITLE  VIII— STATE  UNINSURABLE 

17  POOL  PROGRAMS 

18  SEC.  801.  STATE  UNINSURABLE  POOL  PROGRAMS. 

19  Title  XIX  of  the  Public  Health  Service  Act  (42  U.S.C. 

20  1901  et  seq.)  is  amended  by  adding  at  the  end  the  following 

2 1  new  part: 

22  "PART  D— STATE  UNINSURABLE  POOLS 

23  "SEC.  1941.  DEFINITIONS. 

24  "As  used  in  this  part: 
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1  "(1)  Medically  uninsueable  individual. — 

2  The  term  'medically  uninsurable  individual'  means  an 

3  individual — 

4  "(A)  who  is  a  resident  of  a  State; 

5  "(B)  who  does  not  have  health  insurance 

6  coverage  on  the  date  on  which  the  individual  ap- 

7  plies  for  health  insurance  coverage  under  a  quali- 

8  fied  uninsurable  pool  program  in  the  State  in 

9  which  the  individual  is  a  resident; 

10  "(C)  who  has  received  a  notice  from  one  or 

11  more  insurance  providers  regarding  coverage  that 

12  is  substantially  similar  to  the  coverage  offered  by 

13  the  qualified  uninsurable  pool  program  in  the 

14  State,  without  material  underwriting  restriction, 

15  and  the  notice  is  issued  on  the  basis  of  a  pre-ex- 

16  isting  medical  condition  of  the  individual  and  con- 

17  stitutes — 

18  "(i)  a  notice  of  rejection; 

19  "(ii)  a  notice  of  a  reduction  or  limitation 

20  that  substantially  reduces  health  insurance 

21  benefits  compared  with  benefits  available  to 

22  other  individuals,  such  as  a  rider  that  ex- 

23  eludes  or  modifies  benefits  for  a  condition  for 

24  a  period  that  is  not  less  than  6  months;  or 
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1  "(iii)  a  notice  of  an  increase  in  premi- 

2  urns  for  health  coverage  for  which  the  indi- 

3  vidual  is  applying  or  which  the  individual  is 

4  receiving,  that  exceeds  the  premium  rate  for 

5  coverage  provided  by  the  qualified  uninsur- 

6  able  pool  program  in  the  State;  and 

7  "(D)  who  is  not  eligible  to  receive  benefits 

8  under  title  X\iii  or  XIX  of  the  Social  Security 

9  Act  (42  U.S.C.  1395  et  seq.  and  1396  et  seq.) 

10  "(2)    Qualified    uninsueable    pool  peo- 

11  GEAM. — The  term  'qualified  uninsurable  pool  program' 

12  means  a  program  that — 

13  "(A)  is  operated  by  a  nonprofit  corporation 

14  estabhshed  and  regulated  in  accordance  with 

15  State  law; 

16  "(B)  has  a  membership  that  may  include — 

17  "(i)  insurers  writing  expense-incurred 

18  health  insurance; 

19  "(ii)  hospital  and  medical  service  plan 

20  corporations; 

21  "(iii)  health  maintenance  organizations; 

22  and 

23  "(iv)  employers; 

24  "(C)  makes  available  to  all  medically  unin- 

25  surable  individuals  in  a  State,  without  regard  to 
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1  the  health  conditions  of  the  individuals,  levels  of 

2  health  insurance  that  are  similar  to  the  levels  of 

3  coverage  provided  in  the  State  by  other  insurers; 

4  "(D)  charges  a  pool  premium  rate  that  is  not 

5  less  than  125  percent,  nor  more  than  150  per- 

6  cent,  of  the  average  premium  rates  for  individual 

7  standard  risks  in  the  State  for  comparable  cover- 

8  age; 

9  "(E)  finances  the  losses  of  the  pool  program 

10  through  general  revenue  sources;  and 

11  "(F)  at  the  option  of  the  State  and  to  the 

12  extent  practicable,  constrains  costs  through  the 

13  use  of  appropriately  managed  care. 

14  "SEC.  1942.  ALLOCATION  OF  FUNDS. 

15  "The  Secretary  shall  allocate  funds  to  States,  as  provid- 


16  ed  in  section  1944,  to  pay  for  the  Federal  share  of  the  costs 

17  of  establishing  qualified  State  uninsurable  pool  programs. 

18  The  Secretary  may  provide  technical  assistance  to  States  in 

19  the  planning  and  operation  of  activities  to  be  carried  out 

20  under  this  part. 

21  "SEC.  1943.  USE  OF  ALLOTMENTS. 

22  "(a)  Qualified  Uninsueable  Pools. — Except  as 

23  provided  in  subsection  (b),  a  State  shall  use  funds  allotted 

24  under  this  part  to  support  a  qualified  uninsurable  pool  pro- 
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1  gram  to  provide  health  insurance  for  medically  uninsurable 

2  individuals. 

3  "(b)  Underweiting  op  Costs. — A  State  may  use  an 

4  allotment  awarded  to  the  State  under  this  part  to  assist  the 

5  State  in  underwriting  the  costs  of  a  qualified  uninsurable  pool 

6  program  for  the  State,  in  accordance  with  the  requirements 

7  of  this  part. 

8  "(c)  Administeative  Costs. — Not  more  than  10  per- 

9  cent  of  the  amount  paid  to  a  State  under  section  1945  for  a 

10  fiscal  year  may  be  used  for  administering  the  funds  made 

11  available  under  section  1945  for  the  fiscal  year. 

12  "SEC.  1944.  AWARD  OF  ALLOTMENTS. 

13  "(a)  In  Geneeal. — Except  as  provided  in  subsections 

14  (b)  and  (c),  of  the  amount  appropriated  under  section  1951  for 

15  a  fiscal  year,  the  Secretary  shall  allot  to  each  State  for  the 

16  fiscal  year  an  amount  that  bears  the  same  ratio  to  the  amount 

17  appropriated  as  the  population  of  the  State  bears  to  the  popu- 

18  lation  of  all  States. 

19  "(b)  Limitations. — Notwithstanding  subsection  (a), 

20  the  allotment  of  each  State  for  a  fiscal  year — 

21  "(1)  may  not  be  less  than  one-half  of  1  percent  of 

22  the  total  amount  appropriated  under  section  1951  for 

23  the  fiscal  year;  and 
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1  "(2)  may  not  be  more  than  3  percent  of  the  total 

2  amount  appropriated  under  section  1951  for  the  fiscal 

3  year. 

4  ''(c)  Reversion  of  Funds. — 

5  "(1)  In  general. — Funds  appropriated  under 

6  section  1951  for  a  fiscal  year  that  are  not  allotted 

7  under  subsection  (a)  because  of  a  reason  described  in 

8  paragraph  (2)  shall  be  allotted  as  described  in  para- 

9  graph  (3). 

10  "(2)  Funds  not.  allotted. — Funds  referred  to 

11  in  paragraph  (1)  are  funds  not  otherwise  allotted  be- 

12  cause  one  or  more  States — 

13  "(A)  have  notified  the  Secretary  that  they  do 

14  not  intend  to  use  the  full  amount  of  their  allot- 

15  ment;  or 

16  "(B)  have  offset  or  repaid  State  allotments 

17  under  section  1947(b)(2). 

18  "(3)  Allotment  of  excess  funds. — Funds  not 

19  allotted  for  any  fiscal  year  because  of  actions  referred 

20  to  in  paragraph  (2)  shall  be  allotted  among  the  remain- 

21  ing  States  in  proportion  to  the  amount  otherwise  allot- 

22  ted  to  the  remaining  States  for  the  fiscal  year  con- 

23  cerned. 

24  "SEC.  1945.  PAYMENTS  UNDER  ALLOTMENTS  TO  STATES. 

25  "(a)  In  General. — 
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1  "(1)  Amount  of  payment. — Except  as  other- 

2  wise  provided  in  this  part — 

3  "(A)  the  Secretary  shall  pay  to  any  State  the 

4  Federal  share  of  the  costs  of  supporting  State  un- 

5  insurable  pool  programs  under  this  part;  and 

6  "(B)  no  State  may  be  paid  an  amount  for 

7  any  fiscal  year  in  excess  of  the  amount  of  the  al- 

8  lotment  for  the  State  under  section  1944  for  the 

9  fiscal  year. 

10  "(2)  Fedeeal  share. — The  Federal  share  of  the 

11  costs  of  supporting  a  State  uninsurable  pool  program  in 

12  any  State  under  this  part  shall  be  75  percent. 

13  ''(b)  Availability. — Any  amount  paid  to  a  State  for  a 

14  fiscal  year  that  remains  unobligated  at  the  end  of  the  year 

15  shall  remain  available  to  the  State  for  the  purposes  for  which 

16  the  payment  was  made  for  the  next  fiscal  year. 

17  "(c)  Reduction  of  Payments. — 

18  "(1)  Reduction  for  Supplies  or  Detail. — If 

19  the  Secretary  furnishes  supplies  or  equipment  or  details 

20  an  officer  or  employee  of  the  Federal  Government  to  a 

21  State  for  the  convenience  of,  and  at  the  request  of,  the 

22  State  for  the  purpose  of  establishing  a  uninsurable  pool 

23  program,  the  Secretary,  at  the  request  of  a  State,  may 

24  reduce  the  amount  of  payments  under  subsection  (a) 

25  by— 
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1  "(A)  the  fair  market  value  of  any  supplies  or 

2  equipment  furnished  to  the  State  under  this  part; 

3  and 

4  "(B)  the  amount  of  the  pay,  allowances,  and 

5  travel  expenses  of  any  officer  or  employee  of  the 

6  Federal  Government,  when  detailed  to  the  State, 

7  and  the  amount  of  any  other  costs  incurred  in 

8  connection  with  the  detail  of  the  officer  or  em- 

9  ployee. 

10  "(2)  Use  of  Reduction. — The  Secretary  may  use 

11  the  amount  by  which  any  payment  is  reduced  under 

12  paragraph  (1)  to  pay  the  costs  incurred  in  furnishing 

13  the  supplies  or  equipment,  or  in  detailing  the  person- 

14  nel,  on  which  the  reduction  of  the  payment  is  based. 

15  The  amount  shall  be  considered  to  be  part  of  the  pay- 

16  ment  and  to  have  been  paid  to  the  State. 

17  "SEC.  1946.  APPLICATION. 

18  "To  receive  an  allotment  for  a  fiscal  year  under  this 


19  part,  a  State  shall  submit  an  application  to  the  Secretary  in 

20  such  form,  at  such  time,  and  containing  such  information, 

21  certifications,  and  assurances  as  the  Secretary  shall  require. 

22  At  a  minimum,  the  application  shall  contain — 

23  (1)  certifications  by  the  chief  executive  officer  of 

24  each  State  that  demonstrate  to  the  satisfaction  of  the 

25  Secretary  that — 
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1  "(A)  the  State  will  use  the  funds  paid  to  the 

2  State  under  this  part  in  accordance  with  this  part; 

3  ''(B)  the  State  will  use  Federal  funds  made 

4  available  under  this  part  for  any  period  to  supple- 

5  ment  and  increase  the  level  of  State,  local,  and 

6  other  non-Federal  funds  that  would  be  used  to 

7  support  State  qualified  uninsurable  pool  programs 

8  in  the  absence  of  Federal  funds,  and  will  in  no 

9  event  supplant  the  non-Federal  funds;  and 

10  ''(C)  the  State  will  provide  from  non-Federal 

11  sources  the  non-Federal  share  of  the  costs  of  sup- 

12  porting  State  qualified  uninsurable  pool  programs; 

13  and 

14  "(2)  the  amount  the  State  intends  to  spend  to 

15  carry  out  this  part,  including  the  amount  of  Federal 

16  funds  that  the  State  intends  to  use. 

17  "SEC.  1947.  REPORTS  AND  AUDITS. 

18  "(a)  Eepoets. — 

19  "(1)  Annual  eepokt  by  state. — 

20  "(A)  In  geneeal. — A  State  that  receives 

21  funds  under  this  part  shall  prepare  and  submit  to 

22  the  Secretary  at  least  one  report  each  year  con- 

23  cerning  the  activities  of  the  State  under  this  part. 

24  "(B)  FOEM  AND  CONTENTS. — Reports  sub- 

25  mitted  under  this  paragraph  shall  be  in  such  form 
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and  contain  such  information  as  the  Secretary  de- 
termines (after  consultation  with  the  States  and 
the  Comptroller  General  of  the  United  States)  to 
be  necessary — 

''(i)  to  determine  whether  funds  provid- 
ed to  the  State  under  this  part  are  expended 
in  accordance  with  this  part  and  consistent 
with  the  insurance  needs  within  the  State; 

"(ii)  to  inform  the  Secretary  of  the  ac- 
tivities of  the  State  under  this  part,  including 
information  regarding  the  insurance  services 
provided,  the  entities  involved  in  the  pool 
program,  and  the  individuals  who  receive  the 
services;  and 

''(iii)  to  inform  the  Secretary  of  the  pur- 
poses for  which  funds  provided  under  this 
part  are  spent,  of  the  recipients  of  the  funds, 
and  of  the  progress  made  toward  achieving 
the  purposes  for  which  the  funds  were  pro- 
vided. 

"(C)  Copies. — Copies  of  the  report  submit- 
ted under  this  paragraph  shall  be  provided,  on  re- 
quest, to  any  interested  person,  including  any 
public  agency. 
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1  "(2)  Peohibition  on  buedensome  eepoeting 

2  EEQUIEEMENTS. — In  determining  the  information  that 

3  States  must  include  in  the  report  required  by  this  sub- 

4  section,  the  Secretary  shall  not  establish  reporting  re- 

5  quirements  that  are  burdensome. 
6'  "(b)  Auditing  Peoceduees. — 

7  ''(1)  Establishment  of  fiscal  conteols. — 

8  To  receive  funds  under  this  part,  a  State  shall — 

9  "(A)  estabhsh  fiscal  control  and  fund  ac- 

10  counting  procedures   as   may  be  necessary  to 

11  assure  the  proper  disbursal  of  and  accounting  for 

12  Federal  funds  paid  to  the  State  under  this  part; 

13  "(B)  provide  for  an  annual  audit  of  expendi- 

14  tures  from  pa3niients  received  under  this  part; 

15  "(C)  provide  for  the  annual  audit  to  be  per- 

16  formed  by  an  entity  independent  of  any  agency 

17  administering  a  program  funded  under  this  part 

18  and,  insofar  as  practical,  in  accordance  with  the 

19  standards   of  the   Comptroller  General   of  the 

20  United  States  for  auditing  governmental  organiza- 

21  tions,  programs,  activities,  and  functions; 

22  "(D)  submit  a  copy  of  each  audit  to  the  Sec- 

23  retary  not  later  than  30  days  after  the  date  the 

24  audit  is  completed;  and 
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1  "(E)  make  copies  of  each  audit  available  for 

2  public  inspection  within  the  State. 

3  "(2)  Repayments  to  the  united  states. — If 

4  the  Secretary  determines  that  a  State  has  not  expend- 

5  ed  funds  awarded  under  this  part  in  accordance  with 

6  the  requirements  of  this  part,  after  providing  the  State 

7  with  adequate  notice  and  an  opportunity  for  a  hearing 

8  within  the  State,  the  Secretary  shall  require  the  State 

9  to  repay  to  the  United  States  amounts  found  not  to 

10  have  been  expended  in  accordance  with  the  require- 

11  ments  of  this  part.  If  the  repayment  is  not  made,  the 

12  Secretary  shall,  after  providing  the  State  with  ade- 

13  quate  notice  and  opportunity  for  a  hearing  within  the 

14  State,  offset  the  amounts  against  the  amount  of  any  al- 

15  lotment  to  which  the  State  is  or  may  become  entitled 

16  under  this  part. 

17  "(3)    Evaluation    of    expendituees. — The 

18  Comptroller  Greneral  of  the  United  States  shall,  from 

19  time  to  time,  evaluate  expenditures  made  by  the  States 

20  of  payments  made  to  the  States  under  this  part  in 

21  order  to  assure  that  expenditures  are  consistent  with 

22  the  provisions  of  this  part. 

23  ''(4)  Repoet  by  seceetaey. — Not  later  than 

24  October  1,  1991,  the  Secretary  shall  submit  to  the  ap- 

25  propriate  committees  of  Congress,  a  report  concerning 
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1  the  activities  of  the  States  that  have  received  funds 

2  under  this  part  and  may  include  in  the  report  such  rec- 

3  ommendations  for  legislative  action  as  the  Secretary 

4  considers  appropriate. 

5  "(c)  Omnibus  Budget  Ee conciliation  Act  of 


6  1981.— Chapter  2  of  subtitle  C  of  title  XVH  of  the  Omnibus 

7  Budget  Reconciliation  Act  of  1981  (Public  Law  97-35;  95 

8  Stat.  762  et  seq.)  shall  not  apply  with  respect  to  audits  of 

9  funds  allotted  under  this  part. 

10  ''(d)  Data  and  Infoemation. — The  Secretary,  in 

11  consultation  with  appropriate  national  organizations,  shall 

12  develop  model  criteria  and  forms  for  the  collection  of  data 

13  and  information  with  respect  to  services  provided  under  this 

14  part  to  enable  States  to  share  uniform  data  and  information 

15  with  respect  to  the  provision  of  the  services. 

16  "SEC.  1948.  WITHHOLDING. 


17  "(a)  In  General. — 

18  "(1)   Notice   and   hearing. — The  Secretary 

19  shall,  after  adequate  notice  and  an  opportunity  for  a 

20  hearing  conducted  within  the  State  concerned,  with- 

21  hold  funds  from  any  State  that  does  not  use  its  allot- 

22  ment  in  accordance  with  the  requirements  of  this  part. 

23  The  Secretary  shall  withhold  the  funds  until  the  Secre- 

24  tary  finds  that  the  reason  for  the  withholding  has  been 
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1  removed  and  there  is  reasonable  assurance  that  it  will 

2  not  recur. 

3  "(2)  Investigation. — The  Secretary  shall  not 

4  institute  proceedings  to  withhold  funds  under  para- 

5  graph  (1)  unless  the  Secretary  has  conducted  an  inves- 

6  tigation  concerning  whether  the  State  has  used  its  al- 

7  lotment  in  accordance  with  the  requirements  of  this 

8  part.  Investigations  required  by  this  paragraph  shall  be 

9  conducted  within  the  State  concerned  by  qualified  in- 

10  vestigators. 

11  "(3)  Eesponse  to  complaints. — The  Secretary 

12  shall  respond  in  an  expeditious  manner  to  complaints  of 

13  a  substantial  or  serious  nature  that  a  State  has  failed 

14  to  use  funds  in  accordance  with  the  requirements  of 

15  this  part. 

16  "(4)  Minoe  failuee. — The  Secretary  shall  not 

17  withhold  funds  under  paragraph  (1)  from  a  State  for  a 

18  minor  failure  to  comply  with  the  requirements  of  this 

19  part. 

20  "(b)  Investigations. — 

21  "(1)  By  seceetaey. — The  Secretary  shall  con- 

22  duct  in  several  States  in  each  fiscal  year  investigations 

23  of  the  use  of  funds  received  by  the  States  under  this 

24  part  in  order  to  evaluate  compliance  with  the  require- 

25  ments  of  this  part. 
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1 


<< 


(2)  By  comptroller  general. — The  Comp- 


2 


troller  General  of  the  United  States  may  conduct  in- 


3 


vestigations  of  the  use  of  funds  received  under  this  part 


4 


by  a  State  in  order  to  insure  compliance  with  the  re- 


5 


quirements  of  this  part. 


6 


(c)  Availability  of  Records. — To  receive  funds 


7  under  this  part,  a  State  shall  agree  to  make  appropriate 

8  books,  documents,  papers,  and  records  available  to  the  Secre- 

9  tary  or  the  Comptroller  General  of  the  United  States  for  ex- 

10  amination,  copying,  or  mechanical  reproduction  on  or  off  the 

11  premises  of  the  appropriate  entity  on  a  reasonable  request. 

12  ''(d)  Unreasonable  Requests. — 

13  "(1)  In  general. — In  conducting  an  investiga- 

14  tion  in  a  State  to  determine  compliance  with  this  part, 

15  the  Secretary  or  the  Comptroller  General  of  the  United 

16  States  shall  not  make  a  request  for  any  information  not 

17  readily  available  to  the  State  or  make  an  unreasonable 

18  request  for  information  to  be  compiled,  collected,  or 

19  transmitted  in  any  form  not  readily  available. 

20  "(2)  Judicial  exception. — Paragraph  (1)  shall 

21  not  apply  to  the  collection,  compilation,  or  transmittal 

22  of  data  in  the  course  of  a  judicial  proceeding. 

23  "SEC.  1949.  NONDISCRIMINATION. 

24  "(a)  In  General. — 
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1  "(1)  Construction. — Programs  and  activities 

2  funded  in  whole  or  in  part  with  funds  made  available 

3  under  this  part  are  considered  to  be  programs  and  ac- 

4  tivities  receiving  Federal  financial  assistance  for  the 

5  purpose  of  prohibitions  against  discrimination — 

6  "(A)  on  the  basis  of  age  under  the  Age  Dis- 

7  crimination  Act  of  1975  (42  U.S.C.  6101  et  seq.); 

8  "(B)  on  the  basis  of  handicap  under  section 

9  504  of  the  Rehabilitation  Act  of  1973  (29  U.S.C. 

10  794); 

11  "(C)  on  the  basis  of  sex  under  title  IX  of  the 

12  Education  Amendments  of  1972  (20  U.S.C.  1681 

13  et  seq.);  or 

14  "(D)  on  the  basis  of  race,  color,  or  national 

15  origin  under  title  VI  of  the  Civil  Rights  Act  of 

16  1964  (42  U.S.C.  2000d  et  seq.). 

17  "(2)  GrENDEE  OE  EELIGIOUS  DISCEIMINATION. — 

18  No  person  may  be  excluded  from  participation  in, 

19  denied  the  benefits  of,  or  subjected  to  discrimination 

20  under,  any  program  or  activity  funded  in  whole  or  in 

21  part  with  funds  made  available  under  this  part,  on  the 

22  basis  of  sex  or  religion. 

23  "(b)  Failuee  To  Comply. — If  the  Secretary  finds  that 


24  a  State  has  failed  to  comply  with  a  provision  of  law  referred 

25  to  in  paragraph  (1)  or  (2)  of  subsection  (a),  or  with  an  appli- 
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1  cable  regulation,  the  Secretary  shall  notify  the  chief  execu- 

2  tive  officer  of  the  State  and  shall  request  the  officer  to  secure 

3  compliance.  If  within  a  reasonable  period  of  time,  not  to 

4  exceed  60  days  following  the  date  of  the  notice,  the  chief 

5  executive  officer  fails  or  refuses  to  secure  compliance,  the 

6  Secretary  may — 

7  "(1)  refer  the  matter  to  the  Attorney  General  of 

8  the  United  States  with  a  recommendation  that  an  ap- 

9  propriate  civil  action  be  instituted; 

10  *'(2)  exercise  the  powers  and  functions  provided 

11  by  title  VI  of  the  Civil  Eights  Act  of  1964  (42  U.S.C. 

12  2000d  et  seq.),  the  Age  Discrimination  Act  of  1975 

13  (42  U.S.C.  6101  et  seq.),  title  IX  of  the  Education 

14  Amendments  of  1972  (20  U.S.C.  1681  et  seq.)  or  sec- 

15  tion  504  of  the  Rehabilitation  Act  of  1973  (29  U.S.C. 

16  794),  as  may  be  applicable;  or 

17  "(3)  take  such  other  action  as  may  be  provided  by 

18  law. 

19  "(c)  Reference  to  Attoeney  General. — When  a 

20  matter  is  referred  to  the  Attorney  General  under  subsection 

21  (b)(1),  or  whenever  the  Attorney  General  has  reason  to  be- 

22  lieve  that  a  State  is  engaged  in  a  pattern  or  practice  in  viola- 

23  tion  of  a  provision  of  law  referred  to  in  paragraph  (1)  or  (2)  of 

24  subsection  (a),  the  Attorney  General  may  bring  a  civil  action 
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1  in  any  appropriate  district  court  of  the  United  States  for  such 

2  relief  as  may  be  appropriate,  including  injunctive  rehef. 

3  "SEC.  1950.  CRIMINAL  PENALTY  FOR  FALSE  STATEMENTS. 

4  "A  person  shall  be  imprisoned  for  not  more  than  5  years 

5  or  fined  in  accordance  with  title  18,  United  States  Code,  or 

6  both,  if  the  person — 

7  "(1)  knowingly  and  willfully  makes  or  causes  to 

8  be  made  any  false  statement  or  representation  of  a  ma- 

9  terial  fact  in  connection  with  the  furnishing  of  items  or 

10  services  for  which  payment  may  be  made  by  a  State 

11  from  funds  allotted  to  the  State  under  this  part;  or 

12  "(2)  having  knowledge  of  the  occurrence  of  any 

13  event  affecting  the  initial  or  continued  right  of  an  indi- 

14  vidual  to  any  such  payment,  conceals  or  fails  to  dis- 

15  close  the  event  with  an  intent  to  fraudulently  secure 

16  the  payment  either  in  a  greater  amount  than  is  due  or 

17  when  no  such  payment  is  authorized. 

18  "SEC.  1951.  AUTHORIZATION  OF  APPROPRIATIONS. 

19  "There  are  authorized  to  be  appropriated  to  carry  out 

20  this  part  $50,000,000  in  fiscal  year  1991,  and  such  sums  as 

21  may  be  necessary  in  each  of  the  subsequent  fiscal  years.". 
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1  TITLE  IX— MEDICAID  COVERAGE 

2  DEMONSTRATION  PROJECTS 

3  SEC.  901.  DEMONSTRATION  PROJECTS  TO  STUDY  THE  EFFECT 

4  OF  ALLOWING  STATES  TO  EXTEND  MEDICAID 

5  COVERAGE  TO  CERTAIN  LOW-INCOME  FAMI- 

6  LIES  NOT  OTHERWISE  QUALIFIED  TO  RECEIVE 

7  MEDICAID  BENEFITS. 

8  (a)  Demonstration  Projects. — 

9  (1)  In  GENERAL. — The  Secretary  of  Health  and 

10  Human  Services  shall  enter  into  agreements  with  two 

11  States  for  the  purpose  of  conducting  demonstration 

12  projects  to  study  the  effect  on  access  to,  and  costs  of, 

13  health  care  of  eliminating  the  categorical  eligibility  re- 

14  quirement  for  medicaid  benefits  for  certain  low-income 

15  individuals. 

16  (2)  Eequirements. — The  Secretary  may  not 

17  enter  into  an  agreement  with  a  State  to  conduct  a 

18  project  unless  the  Secretary  determines  that — 

19  (A)  the  project  can  reasonably  be  expected  to 

20  improve  access  to  health  insurance  coverage  for 

21  the  uninsured; 

22  (B)  the  State  provides,  under  its  plan  under 

23  title  XIX  of  the  Social  Security  Act  (42  U.S.C. 

24  1396  et  seq.),  for  eligibility  for  medical  assistance 

25  for  all  individuals  described  in  paragraph  (1)  of 
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section  1902(1)  of  such  Act  (42  U.S.C. 
1396aG)(l))  (based  on  the  election  of  the  State  of 
the  highest  income  standards  and,  for  children, 
highest  ages  permitted  under  such  section  and 
based  on  the  waiver  of  the  State  of  the  applica- 
tion of  any  resource  standard); 

(C)  eligibility  for  benefits  under  the  project  is 
limited  to.  individuals  in  families  with  income 
below  150  percent  of  the  income  official  poverty 
line; 

(D)  if  the  Secretary  determines  that  it  is 
cost-effective  for  the  project  to  utilize  employer 
coverage  (as  described  in  section  1925(b)(4)CD)  of 
the  Social  Security  Act  (42  U.S.C.  1396r- 
6(b)(4)(D)),  the  project  must  require  an  employer 
contribution  and  benefits  under  the  State  plan 
under  title  XIX  of  such  Act  will  continue  to  be 
made  available  to  the  extent  they  are  not  avail- 
able under  the  employer  coverage; 

(E)  the  project  provides  for  coverage  of  bene- 
fits consistent  with  subsection  (b);  and 

(F)  the  project  only  imposes  premiums,  coin- 
surance, and  other  cost-sharing  consistent  with 
subsection  (c). 


1  (3)  Permissible  eestrictions. — A  project  may 

2  limit  eligibility  to  individuals  whose  assets  are  valued 

3  below  a  level  specified  by  the  State.  For  this  purpose, 

4  any  evaluation  of  such  assets  shall  be  made  in  a 

5  manner  consistent  with  the  standards  for  valuation  of 

6  assets  under  the  State  plan  under  title  XIX  of  the 

7  Social  Security  Act  for  individuals  entitled  to  assist- 

8  ance  under  part  A  of  title  lY  of  such  Act  (42  U.S.C. 

9  601  et  seq.).  Nothing  in  this  section  shall  be  construed 

10  as  requiring  a  State  to  provide  for  eligibility  for  indi- 

11  viduals  for  months  before  the  month  in  which  such  eli- 

12  gibility  is  first  established. 

13  (4)  Extension  of  eligibility. — A  project  may 

14  provide  for  extension  of  eligibility  for  medical  assist- 

15  ance  for  individuals  covered  under  the  project  in  a 

16  manner  similar  to  that  provided  under  section  1925  of 

17  the  Social  Security  Act  (42  U.S.C.  1396r-6)  to  certain 

18  families  receiving  aid  pursuant  to  a  plan  of  the  State 

19  approved  under  part  A  of  title  IV  of  such  Act. 

20  (5)  Waivee  of  requirements. — 

21  (A)  In  general. — Subject  to  subparagraph 

22  (B),  the  Secretary  may  waive  such  requirements 

23  of  title  XIX  of  the  Social  Security  Act  as  may  be 

24  required  to  provide  for  additional  coverage  of  indi- 

25  viduals  under  projects  under  this  section. 
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1  (B)  NoNWAiVABLE  PEOVisiONS. — The  Sec- 

2  retary  may  not  waive,  under  subparagraph  (A), 

3  the  requirement  of  section  1902(a)(1)  of  the  Social 

4  Security  Act  (42  U.S.C.  1396a(a)(l))  or  the  Fed- 

5  eral  medical  assistance  percentage  specified  in 

6  section  1905(b)  of  such  Act  (42  U.S.C,  1396d(b)). 

7  (b)  Benefits. — 

8  (1)  In  geneeal. — Except  as  provided  in  this 

9  subsection,  the  amount,  duration,  and  scope  of  medical 

10  assistance  made  available  under  a  project  shall  be  the 

11  same  as  the  amount,  duration,  and  scope  of  such  as- 

12  sistance  made  available  to  individuals  entitled  to  medi- 

13  cal  assistance  under  the  State  plan  under  section 

14  1902(a)(10)(A)(i)  of  the  Social  Security  Act  (42  U.S.C. 

15  1396a(a)(10)(A)(i)). 

16  (2)  Limits  on  benefits. — 

17  (A)  Eequieed. — No  medical  assistance  shall 

18  be  made  available  under  a  project  for  nursing  fa- 

19  cility  services  or  other  long-term  care  services  (as 

20  defined  by  the  Secretary)  or  for  pregnancy-related 

21  services.  No  medical  assistance  shall  be  made 

22  available  under  a  project  to  individuals  confined  to 

23  a  State  correctional  facility,  county  jail,  local  or 

24  county  detention  center,  or  other  State  institution. 
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1  (B)  Peemissible. — A  State,  with  the  ap- 

2  proval  of  the  Secretary,  may  limit  or  otherwise 

3  deny  medical  assistance  under  the  project  for 

4  items  and  services,  other  than  early  and  periodic 

5  screening,  diagnostic,  and  treatment  services  for 

6  children  under  18  years  of  age. 

7  (3)  Use  of  utilization  conteols. — Nothing  in 

8  this  subsection  shall  be  construed  as  limiting  the  au- 

9  thority  of  a  State  to  impose  controls  over  utilization  of 

10  services,  including  preadmission  requirements,  managed 

11  care  provisions,  use  of  preferred  providers,  and  use  of 

12  second  opinions  before  surgical  procedures. 

13  (c)  Peemiums  and  Cost-Shaeing. — 

14  (1)  None  foe  those  with  income  below  the 

15  POVEETY  LINE. — Under  a  project,  there  shall  be  no 

16  premiums,  coinsurance,  or  other  cost-sharing  for  indi- 

17  viduals  whose  family  income  level  does  not  exceed  100 

18  percent  of  the  income  official  poverty  line  (as  defined  in 

19  subsection  (g)(1))  applicable  to  a  family  of  the  size 

20  involved. 

21  (2)  Limit  foe  those  with  income  above  the 

22  POVEETY   line. — Under   a   project,   for  individuals 

23  whose  family  income  level  exceeds  100  percent,  but  is 

24  less  than  150  percent,  of  the  income  official  poverty 

25  line  applicable  to  a  family  of  the  size  involved,  the 
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1  monthly  average  amount  of  premiums,  coinsurance, 

2  and  other  cost-sharing  for  covered  items  and  services 

3  shall  not  exceed  3  percent  of  the  family's  average 

4  gross  monthly  earnings. 

5  (3)    Income    deteemination. — Each  project 

6  shall  provide  for  determinations  of  income  in  a  manner 

7  consistent  with  the  methodology  used  for  determina- 

8  tions  of  income  ,  under  title  XIX  of  the  Social  Security 

9  Act  for  individuals  entitled  to  benefits  under  part  A  of 

10  title  IV  of  such  Act  (42  U.S.C.  601  et  seq.). 

11  (d)  DuEATiON. — Each  project  under  this  section  shall 

12  commence  not  later  than  July  1,  1991  and  shall  be  conducted 

13  for  a  3 -year  period;  except  that  the  Secretary  may  terminate 

14  such  a  project  if  the  Secretary  determines  that  the  project  is 

15  not  in  substantial  compliance  with  the  requirements  of  this 

16  section, 

17  (e)  Limits  on  Expendituees  and  Funding. — 

18  (1)  In  geneeal. — ^The  Secretary  in  conductmg 

19  projects  shall  limit  the  total  amount  of  the  Federal 

20  share  of  benefits  paid  and  expenses  incurred  under  title 

21  XIX  of  the  Social  Security  Act  to  no  more  than 

22  $10,000,000  in  each  of  fiscal  years  1991,  1992,  and 

23  1993,  and  to  no  more  than  $2,000,000  in  fiscal  year 

24  1994. 
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1  (2)  No  FUNDING  OF  QUERENT  BENEFICIARIES. — 

2  No  funding  shall  be  available  under  a  project  with  re- 

3  spect  to  medical  assistance  provided  to  individuals  who 

4  are  otherwise  eligible  for  medical  assistance  under  the 

5  plan  without  regard  to  the  project. 

6  (3)  No  INCREASE  IN  FEDERAL  MEDICAL  ASSIST- 

7  ANCE  PERCENTAGE. — Payments  to  a  State  under  a 

8  project  with  respect  to  expenditures  made  for  medical 

9  assistance  made  available  under  the  project  may  not 

10  exceed  the  Federal  medical  assistance  percentage  (as 

11  defined  in  section  1905(b)  of  the  Social  Security  Act 

12  (42  U.S.C.  1396d(b))  of  such  expenditures. 

13  (f)  Evaluation  and  Report. — 

14  (1)  Evaluations. — For  each  project  the  Secre- 

15  tary  shall  provide  for  an  evaluation  to  determine  the 

16  effect  of  the  project  with  respect  to — 

17  (A)  access  to,  and  costs  of,  health  care, 

18  (B)  private  health  care  insurance  coverage, 

19  and 

20  (C)  premiums  and  cost-sharing. 

21  (2)  Reports. — The  Secretary  shall  prepare  and 

22  submit  to  Congress  an  interim  report  containing  a  sum- 

23  mary  of  the  evaluations  under  paragraph  (1)  not  later 

24  than  January  1,  1993,  and  a  final  report  containing 

25  such  summary  together  with  such  further  recommenda- 
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1  tions  as  the  Secretary  may  determine  appropriate  not  | 

2  later  than  January  1,  1995. 

3  (g)  Definitions. — In  this  section: 

4  (1)  The  term  "income  official  poverty  line"  means 

5  such  line  as  defined  by  the  Office  of  Management  and 

6  Budget  and  revised  annually  in  accordance  with  section 

7  673(2)  of  the  Omnibus  Budget  Reconciliation  Act  of 

8  1981  (42  U.S.C.  9902(2)). 

9  (2)  The  term  "project"  refers  to  a  demonstration 

10  project  under  subsection  (a). 

11  (3)  The  term  "Secretary"  means  the  Secretary  of 

12  Health  and  Human  Services. 
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